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Dear Sir/Madam

MACQUARIE BANK TIER 1 CAPITAL - ELIGIBLE SECURITIES ROADSHOW

Further to the announcement on 27 August 2004 that Macquarie Bank was to undertake
a Tier 1 capital-eligible securities roadshow to UK investors, please find attached the
draft preliminary offering circular for a proposed securities issue and the associated
presentation to be used to gauge the interest of investors in the securities.

The securities will not be registered under the U.S. Securities Act of 1933, as amended.
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The attached'doéﬁrhents are being provided in accordance with and as required by Listing Rule 3.1 of
the Australian Stock Exchange’s Listing Rules.

No actions have been taken to register or qualify or otherwise permit a public offering of the
Guaranteedv Non-cumulative Step-up Perpetual Preferred Securities (“Preferred Securities”),
representing limited partnership interests in Macquarie Capital Funding L.P. {established in Jersey as a
limited partnership under the Limited Partnerships (Jersey) Law 1994) (“Issuer’), in any jurisdiction.

Neither the attached documents are, nor the information contained in them is, for publication or
distribution to persons in the United States of America or any other jurisdiction in which an offer or
solicitation is not authorised or where action for such purpose is required. The Preferred Securities
have not been and will not be registered under the U.S. Securities Act of 1933, as amended
("Securities Act’), and may not be offered or sold except pursuant to an effective regis tration
statement under the Securities Act or to an available exemption from the registration requirements
thereunder. The Issuer does not intend to register any portion of the offering in the United States or to

conduct a public offering in the United States.

The attached documents do not constitute or form part of any offer or invitation to sell or issue, or any
solicitation of any offer to purchase or subscribe for, any Preferred Securities, nor shall they or any part
of them nor the fact of their distribution hereby form the basis of, or be relied on in connection with, any
contract or investment decision.

The attached documents are for informational purposes only. The attached documents should not be
retransmitted, reproduced or otherwise redistributed. No representation or warranty, express or
implied, is made or given by or on behalf of any person as to the accuracy, completeness or fairness of
the attached document or the information or opinions contained therein.




IMPORTANT NOTICE

NOT FOR DISTRIBUTION TO ANY U.S. PERSON OR TO
ANY PERSON OR ADDRESS IN THE U.S. N D ’3%\
\ o

IMPORTANT: You must read the following before continuing. The following applies to the pfelln’\{f%ry %y
offering circular following this page, and you are therefore advised to read this carefully befdr,e s '//
reading, accessing or making any other use of the preliminary offering circular. In accessing 1he’ «(4\
preliminary offering circular, you agree to be bound by the following terms and conditions, lncludmg ’\7 0
any modifications to them any time you receive any information from us as a result of such access: .

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF PREFERRED SECURITIES FOR SALE!N
THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT 1S UNLAWFUL TO DO SO. THE PREFERRED
SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933 (THE
""SECURITIES ACT""), OR THE SECURITIES LAWS OF ANY STATE Of THE U.S. OR OTHER JURISDICTION AND THE
PREFERRED SECURITIES MAY NOT BE OFFERED OR SOLD WITHIN THE U.S. ORTO, OR FOR THE ACCOUNT OR
BENEFIT OF, U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT), EXCEPT PURSUANT TO
AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT AND APPLICABLE STATE OR LOCAL SECURITIES LAWS.

THE FOLLOWING PRELIMINARY OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY
OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN PARTICULAR, MAY
NOT BE FORWARDED TO ANY U.S. PERSON ORTO ANY U.S. ADDRESS. ANY FORWARDING, DISTRIBUTION OR
REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS
DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER
JURISDICTIONS.
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Confirmation of your representation: In order to be eligible to view this preliminary offering circular or make an
investment decision with respect to the Preferred Securities, investors must not be a U.S. person (within the
meaning of Regulation S under the Securities Act), This preliminary offering circular is being sent at your request
and by accepting the e-mail and accessing this preliminary offering circular, you shall be deemed to have
represented to us that you are not a U.S. person; the electronic mail address that you gave us and to which this
e-mail has been delivered is not located in the U.S., its territories and possessions (including Puerto Rico, the U.S.
Virgin Islands, Guam, American Samoa, Wake Island and the Northern Mariana Islands), any State of the United
States or the District of Columbia; and that you consent to delivery of such preliminary offering circular by
electronic transmission.

You are reminded that this preliminary offering circular has been delivered to you on the basis that you are a
person into whose possession this preliminary offering circular may be lawfully delivered in accordance with the
laws of the jurisdiction in which you are located and you may not, nor are you authorised to, deliver this
preliminary offering circular to any other person.

The materials relating to the offering do not constitute, and may not be used in connection with, an offer or
solicitation in any place where offers or solicitations are not permitted by law. If a jurisdiction requires that the
offering be made by a licensed broker or dealer and the managers or any affiliate of the managers is a licensed
broker or dealer in that jurisdiction, the offering shall be deemed to be made by the managers or such affiliate on
behalf of the Issuer in such jurisdiction.

This preliminary offering circular has been sent to you in an electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently neither J.P. Morgan Securities Ltd. nor Barclays Bank PLC nor any person who controls any of such
managers nor any director, officer, employee nor agent or affiliate of any such person accepts any liability or
responsibility whatsoever in respect of any difference between the preliminary offering circular distributed to you
in electronic format and the hard copy version available to you on request from J.P. Morgan Securities Ltd. or
Barclays Bank PLC.




This Preliminary Offering Circular is subject to amendment and completion. This Preliminary Offering Circular does not, and is not intended to, constitute or contain an offer to sell any of the Preferred

Securities nor has it been approved by the Jersey Financial Services Commission.

PRELIMINARY OFFERING CIRCULAR DATED 3RD SEPTEMBER 2004

MACQUARIE

Macquarie Capital Funding L.P.

(established in Jersey as a limited partnership under the Limited Partnerships (Jersey) Law 1994)

£ @,000,000
@ % Guaranteed Non-cumulative
Step-up Perpetual Preferred Securities

having the benefit of a subordinated guarantee of

Macquarie Bank Limited
{ABN 46 008 583 542)
{incorporated with limited liability in the Commonwealth of Australia)

Issue Price: £50,000 per Preferred Security

The £ @000,000 @% Guaranteed Non-cumulative Step-up Perpetual Preferred Securities (the ""Preferred Securities”’), each
issued for a capital contribution of £50,000 (referred to herein as the ''Nominal Amount’’), representing limited partnership
interests in Macquarie Capital Funding L.P. (the "'Issuer”), will be issued on @ September 2004 (the “Issue Date’’). The
Preferred Securities will entitle investors, subject to certain conditions described herein, to receive non-cumulative cash
distributions ("'Distributions’’). The first Distribution of £ @ per £50,000 Nominal Amount of Preferred Securities will, if
payable, be paid on 15th April 2005, and will be in respect of the period from (and including) the Issue Date to (but excluding)
15th April 2005. Subsequent Distributions will, if payable, be paid semi-annually in arrear in equal instalments on 15th April
and 15th October in each year and in respect of each such Distribution falling up to and including 15th April 20 @ {the "'First
Optional Redemption Date’’) shall be £ @ per £50,000 Nominal Amount of Preferred Securities. See ' Description of the
Preferred Securities — Distributions'’. Subject as aforesaid, Distributions shall accrue from (and including) the Issue Date to (but
excluding) the First Optional Redemption Date at a fixed rate per annum of @% and thereafter, in respect of each Reset Period,
at the rate per annum equal to the sum of the Five Year Benchmark Gilt Rate for the relevant Distribution Period and the
Margin.

See "Investment Considerations’ for a discussion of certain factors that should be considered by prospective investors.

The Issueris a Jersey limited partnership and is not a legal entity separate from its partners. All obligations of the Issuer to make
payments due in accordance with the terms of the Preferred Securities are guaranteed on a subordinated basis pursuant to a
guarantee dated @ September 2004 (the "“Guarantee’’) given by Macquarie Bank Limited (the "'Bank'"). See "' Description of
the Guarantee” .

The Preferred Securities are perpetual securities and not subject to any mandatory redemption provisions. The Preferred
Securities may be redeemed, at the option of Macquarie Capital Funding (GP) Limited, a wholly owned Jersey incorporated
subsidiary of the Bank, as general partner of the Issuer {the "'General Partner’), on the First Optional Redemption Date or on
each fifth anniversary thereafter, in whole but not in part, at £50,000 per Preferred Security, subject to the prior approval of
the Australian Prudential Regulation Authority, or any successor organisation thereto in the Commonwealth of Australia
("“"APRA"). The Preferred Securities may also be redeemed, at the option of the General Partner, in whole but not in part, atany
time following the occurrence of a Withholding Tax Event, an Other Tax Event or a Regulatory Event. Under existing
regulations, neither the Issuer nor the Bank nor any of the Bank’s subsidiaries may redeem or purchase any Preferred Securities
unless APRA has given its prior approval. See "' Description of the Preferred Securities — Redemption and Purchase’.

(n certain circumstances, the Preferred Securities may be substituted by Substituted Preference Shares (as described herein).
See "' Description of the Preferred Securities — Substitution by Substituted Preference Shares’”.

In the event of the dissolution or winding-up of the issuer, holders of Preferred Securities will be entitled, subject to satisfaction
of certain conditions, to receive a Liguidation Distribution. See *' Description of the Preferred Securities — Liquidation
Distributions’".

Unless expressly indicated otherwise, the terms and expressions used herein shall have the same meaning as given to themin
the “' Description of the Preferred Securities’”.

Application has been made to list the Preferred Securities on the Luxembourg Stock Exchange. The Preferred Securities will be
represented by a single global certificate in registered form (the ""Global Certificate’’) registered in the name of a nominee of,
and deposited with, @ common depositary for Euroclear Bank S.A./N.V. as operator of the Euroclear System ('Euroclear'’) and
Clearstream Banking, société anonyme, Luxembourg (''Clearstream, Luxembourg'’). Preferred Securities issued in definitive
certificated form will only be available in certain limited circumstances. See ' Summary of Provisions relating to the Preferred
Securities in Global Form''.

JPMorgan Barclays Capital
@ September 2004



Each of the General Partner, acting on behalf of the Issuer, and the Bank accept responsibility for the information
contained in this Offering Circular. To the best of the knowledge and belief of the General Partner and the Bank
(which have taken all reasonable care to ensure that such is the case) the information contained in this Offering
Circular is in accordance with the facts and does not omit anything fikely to affect the import of such information.

Each of the General Partner (in relation to itself, the Issuer and the Preferred Securities only), and the Bank, having
made all reasonable enquiries, confirms that this Offering Circular contains all information with respect to the
Issuer, the General Partner, the Bank and its subsidiaries taken as a whole (the "'Group”’) and the Preferred
Securities that /s material in the context of the issue and offering of the Preferred Securities, the statements
contained in it are in every material particular true and accurate and not misleading, the opinions and intentions
expressed in this Offering Circular are honestly held, have been reached after considering all relevant
circumstances and are based on reasonable assumptions, there are no other facts in relation to the Issuer, the
General Partner, the Bank, the Group or the Preferred Securities the omission of which would, in the context of
the issue and offering of the Preferred Securities, make any statement in this Offering Circular misleading in any
material respect and all reasonable enquiries have been made by the Bank to ascertain such facts and verify the
accuracy of all such information and statements.

Any reference in this Offering Circular to an action taken by the Issuer shall be taken to mean an action taken by
the General Partner on behalf of the Issuer.

Neither the Issuer nor the Bank has authorised the making or provision of any representation or information
regarding the Issuer, the Bank or the Preferred Securities other than as contained in this Offering Circular or as
approved for such purpose by the Issuer and the Bank. Any such representation or information should not be
relied upon as having been authorised by the Issuer, the General Partner, the Bank or the Managers (as defined in
“"Subscription and Safe”).

Neither the delivery of this Offering Circular nor the offering, sale or delivery of any Preferred Securities shall in
any circumstances create any implication that there has been no adverse change, or any event reasonably likely to
involve any adverse change, in the condition (financial or otherwise) of the Issuer or the Bank since the date of this
Offering Circular.

Prospective investors should inform themselves as to the legal requirements and tax consequences within the
countries of their residence and domicile for or of the acquisition, holding or disposal by them of Preferred
Securities and any foreign exchange restrictions that might be relevant to them. This Offering Circular does not
constitute an offer of or an invitation by or on behalf of the ssuer or any of its partners or the Bank or the
Managers to subscribe for or purchase any of the Preferred Securities.

Investors should satisfy themselves that they understand all the risks associated with making investments in the
Preferred Securities. If a prospective investor is in any doubt whatsoever as to the risks involved in investing in the
Preferred Securities, he should consult his professional advisers. This Offering Circular does not constitute
investment advice or a recommendation or a statement of opinion (or a report of any of those things) that any
person buy, subscribe for or underwrite any Preferred Securities by the [ssuer or any of its partners, the Bank or
the Managers.

Each purchaser of the Preferred Securities must comply with all applicable laws and regulations in force in any
Jurisdiction in which it purchases, offers or sells the Preferred Securities or possesses or distributes this Offering
Circular and must obtain any consent, approval or permission required by it for the purchase, offer or sale by it of
the Preferred Securities under the laws and regulations in force in any jurisdiction to which it is subject or in which
it makes such purchases, offers or sales, and none of the General Partner, the Issuer, the Bank or the Managers
shall have any responsibility therefor.

The distribution of this Offering Circular and the offering of the Preferred Securities in certain jurisdictions may be
restricted by law. Persons into whose possession this Offering Circular comes are required by the General Partner,
the Issuer, the Bank and the Managers to inform themselves about, and to observe, any such restrictions. In
particular, there are restrictions on the distribution of this Offering Circular, and the offer and sale of the
Preferred Securities, in the United States, Australia the United Kingdom, the Republic of France, Germany and the
Netherlands. See ““Subscription and Sale”.

No action has been taken to permit a public offering of the Preferred Securities in any jurisdiction where action
would be required for such purpose. Accordingly, the Preferred Securities may not be offered or sold, directly or
indirectly, and this Offering Circular may not be distributed in any jurisdiction, except in accordance with the legal
requirements applicable in that jurisdiction. In particular, the Preferred Securities have not been, and will not be,
registered under the United States Securities Act of 1933, as amended. Subject to certain exceptions, the
Preferred Securities may not be offered, sold or delivered within the United States or to U.S. persons. A further



description of certain restrictions of the offering and sale of the Preferred Securities and on the distribution of this
Offering Circular is given under “’Subscription and Sale”.

The Jersey financial Services Commission has given and has not withdrawn its consent under Article 8 of the
Control of Borrowing (lersey) Order 1958 to the creation by the Issuer of the Preferred Securities. The Jersey
Financial Services Commission Is protected by the Borrowing (Control) (Jersey) Law 1947, as amended, against
liability arising from the discharge of its functions under that law.

Nothing in this Offering Circular or anything communicated to Holders of, or investors in, the Preferred Securities
(or any such potential Holders or investors) by the General Partner is intended to constitute or should be
construed as advice on the merits of the purchase of, or subscription for, the Preferred Securities or the exercise of
any rights attached thereto for the purposes of the Financial Services (Jersey) Law 1998, as amended.

An investmentin the Preferred Securities is only suitable for financially sophisticated investors who are capable of
evaluating the merits and risks of such investment and who have sufficient resources to be able to bear any losses
which may result from such an investment.

This Offering Circular is for distribution only to persons who (i) are outside the United Kingdom, (1) have
professional experience in matters refating to investments, (iii) are persons falling within Article 49(2)(a) to (d)
{“high net worth companies, unincorporated associations etc.”’) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2001 (as amended), or (iv) are persons to whom an invitation or inducement to
engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000
(the "FSMA'')) in connection with the issue or sale of any Preferred Securities may otherwise lawfully be
communicated or caused to be communicated (all such persons together being referred to as "' relevant
persons”). This Offering Circular is directed only at relevant persons and must not be acted on or relied on by
persons who are not relevant persons. Any investment or investment activity to which this Offering Circular
relates is available only to relevant persons and will be engaged in only with relevant persons.

This Offering Circufar may onfy be used for the purposes for which it has been published.

In connection with the issue of the Preferred Securities, J.P. Morgan Securities Ltd. (the "*Stabilising
Manager”) (or any person acting for it) may over-allot or effect transactions outside Australia with a
view to supporting the market price of the Preferred Securities at a level higher than that which might
otherwise prevail for a limited period. However, there may be no obligation on the Stabilising Manager
or any agent of it to do this. Such stabilising, if commenced, may be discontinued at any time and must
be brought to an end after a limited period. Such stabilising shall be in compliance with all applicable
laws, regulations and rules.



Presentation of Financial Information
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In this Offering Circular, references to “£", “sterling’”” and ''Pounds Sterling'’ are to the lawful currency of the
United Kingdom, references to "A%"", " Australian Dollars’’ and '"cents’ are to the lawful currency of the
Commonwealth of Australia, references to ""euro” are to the currency intreduced at the start of the third stage of
European Economic and Monetary Union, pursuant to the Treaty establishing the European Community, as

amended from time to time and references to “"Yen' are to the lawful currency of Japan.
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Documents Incorporated by Reference

The annual reports of the Bank and its controlled entities, including the audited non-consolidated annual
accounts and financial statements of the Bank and the audited consolidated annual accounts and financial
statements of the Bank and its controlled entities (and the auditors’ report in respect of such annual accounts and
financial statements) for the years ended 31st March 2004 and 31st March 2003 shall be deemed to be
incorporated in, and to form part of, this Offering Circular. Such financial statements will be available free of
charge at the offices of the Paying and Transfer Agents.



Summary of the Offering

The following is qualified in its entirety, including defined terms, by the more detailed information included
elsewhere in this Offering Circular. Capitalised terms used but not defined in this summary shall bear the
respective meanings ascribed to them under "' Description of the Preferred Securities” below. Prospective
investors should also consider carefully, amongst other things, the factors set out under “Investment
Considerations” below.

Issuer: Macquarie Capital Funding L.P., a limited partnership established in Jersey
and registered under the Limited Partnerships (Jersey) Law 1994, as amended
(the "Law’’). The Issuer is not a legal entity separate from its partners and has
no operating history. The Issuer will be consolidated in the group accounts of
Macquarie Bank Limited (the ""Bank’’). The sole general partner of the Issuer is
Macquarie Capital Funding {GP) Limited (the ""General Partner'’), a wholly
owned Jersey incorporated subsidiary of the Bank.

Guarantor: Macquarie Bank Limited. The Bank will guarantee pursuant to the Guarantee
(to the extent provided therein), on a subordinated basis, all payments due
and payable in accordance with the terms of the Preferred Securities.

Issue Details: £ @,000,000 @% Guaranteed Non-cumulative Step-up Perpetual Preferred
Securities, each with a Nominal Amount of £50,000, representing limited
partnership interests in the Issuer (the '‘Preferred Securities’).

The Preferred Securities, together with the Guarantee and the provision for
substitution of the Substituted Preference Shares (see below), are intended to
provide investors with rights to income and distributions upon liquidation of
the Bank that, as nearly as possible, are equivalent to the rights they would
have had if they had purchased non-cumulative perpetual preference shares
of the Bank.

The proceeds from the issue of the Preferred Securities will be used by the
Issuer to purchase the £ @,000,000 @% Convertible Debentures issued by the
Bank, acting through its London branch, on the Issue Date (the "'Convertible
Debentures”).

The Convertible Debentures will be eligible for inclusion in the Total Capital
Ratio and the Tier 1 Capital Ratio of the Bank {on a Level 1 basis) and the
Preferred Securities will be eligible for inclusion in the Total Capital Ratio and
the Tier 1 Capital Ratio of the Group (on a Level 2 basis). See *'Regulatory
Environment’”.

Income Distributions: Non-cumulative distributions ("' Distributions’’) will accrue on the Nominal
Amount of the Preferred Securities:

(@) from (and including) @ September 2004 (the "Issue Date'") to (but
excluding) the First Optional Redemption Date at a fixed rate of @% per
annum payable semi-annually in arrear in equal instalments on 15th April and
15th October in each year (each such Distribution shall be £ @ per £50,000
Nominal Amount of Preferred Securities), except that there will be a long first
Distribution with the first Distribution of £ @ per Preferred Security of
£50,000 Nominal Amount being payable on 15th April 2005; and

(b} from(and including) the First Optional Redemption Date, for each
successive five year period, at a rate determined as being equal to the sum of
the Five Year Benchmark Gilt Rate for the relevant five year period and the
Margin, in each case payable semi-annually in arrear in equal instalments,

subject in each case to *'Limitations on Payment ' below.
See "'Description of the Preferred Securities — Distributions’”.

Distribution Dates: Distributions will, if payable, be paid on 15th April and 15th October in each
year beginning on 15th April 2005. The first such Distribution will be
calculated in respect of the period from (and including) the Issue Date to (but



Limitations on Payment:

Dividend Stopper:

No Fixed Maturity:

Optional Redemption:

excluding) 15th April 2005 and subsequent Distributions will be calculated in
respect of the period from (and including) one Distribution Date to (but
excluding) the next following Distribution Date. The date on which a
Distribution will, if payable, be paid is referred to as a "'Distribution Date’".

The Issuer will pay Distributions out of, and only to the extent of, its legally
available resources on each Distribution Date. A Distribution will only be
payable to the extent that the Bank, in its sole discretion, informs the General
Partner in writing no later than the relevant Record Date that such
Distribution should be paid. A Distribution will not however be paid on the
Preferred Securities in respect of any Distribution Period to the extent that:

{a) theBank does not have profits after tax available for distribution in
accordance with the Corporations Act 2001 of Australia (the *’Corporations
Act’’) (as disclosed in the latest publicly available financial results of the Bank)
exceeding the amount of such Distribution on the relevant Record Date or is
otherwise precluded from paying a dividend on any class of capital by the
Corporations Act;

{b) aCapital Deficiency Event has occurred and is continuing, unless APRA
has given its prior approval to the payment of the Distribution;

{c) theamount of the Distribution exceeds the amount of Available Profits,
unless APRA has given its prior approval to the payment of the Distribution; or

{d) APRA has otherwise objected to the payment of the Distribution.
See ""Description of the Preferred Securities — Distributions’”.

The Bank will covenant under the Guarantee that, if for any Distribution
Period, Distributions have not been paid in full within five Business Days of the
relevant Distribution Date, by reason of the limitations on payment described
above, the Bank will not, and the Bank will procure that no Subsidiary of the
Bank will, subject to certain exceptions:

{(a)  payanyinterest, dividends or other distributions or payments in respect
of Parity Obligations or in respect of the Bank’s ordinary shares or any other
securities or obligations of the Bank over which Substituted Preference Shares
would rank in priority for participation in profits; or

(b) (if permitted) effect any redemption, reduction, cancellation or
repurchase of any Parity Obligations or the Bank's ordinary shares or any other
securities or obligations of the Bank over which Substituted Preference Shares
would rank in priority for participation in profits,

until, in the case of both (a) and (b}, an Optional Distribution equal to the
amount of any Distribution {or part thereof) missed during the past 12 months
is paid or until after the second consecutive following Distribution Date on
which a Distribution in respect of the Preferred Securities is paid in full.

The Preferred Securities are perpetual securities and have no maturity date.
The Preferred Securities may be redeemed at the option of the General
Partner in the circumstances described under " Optional Redemption", ' Tax
Call' and "' Regulatory Call"’ below.

The Preferred Securities are redeemable, in whole but not in part and subject
to the Law and the prior approval of APRA (if such approval is then required),
at the option of the General Partner on the First Optional Redemption Date or
on each fifth anniversary thereafter at the Optional Redemption Price.

The ""Optional Redemption Price” of each of the Preferred Securities is an
amount equal to its Nominal Amount plus accrued and unpaid Distributions in
respect of the most recent Distribution Period up to the Early Redemption
Date and any Additional Amounts remaining unpaid.

See "' Description of the Preferred Securities - Redemption and Purchase’’.



Tax Cali:

Withholding Tax Event:

Other Tax Event:

Regulatory Call:

Subject as provided herein, the Preferred Securities are redeemable, in whole
but not in part and subject to the Law and the prior approval of APRA (if such
approval is then required), at the option of the General Partner at any time
that a Withholding Tax Event or an Other Tax Event (each as defined below)
has occurred and is continuing.

The price payable on such redemption in respect of each Preferred Security
shall be:

(a) inthe case of a Withholding Tax Event, the Optional Redemption Price;
or

(b) inthe case of an Other Tax Event, the Make Whole Redemption Price.
See " Description of the Preferred Securities — Redemption and Purchase'’.

"Withholding Tax Event’’ means that the Bank has received an opinion of
competent tax counse! to the effect that there has been a Tax Law Change (as
defined in ' Description of the Preferred Securities —see page 43) and that
following the occurrence of such Tax Law Change there is more than an
insubstantial risk that any payment on the Preferred Securities (or the
Convertible Debentures or any Permissible Replacement Assets whilst, in
either case, they remain an asset of the Issuer) is, or will be subject to an
amount of withholding or deduction in respect of any relevant tax, for which
the Issuer (or the Bank's London branch, the Bank or any member of the
Group which is an obligor in respect of any Permissible Replacement Assets, as
the case may be) must pay Additional Amounts as provided or referred to in
paragraph 6 of the ' Description of the Preferred Securities” (or under an
equivalent provision in relation to the Convertible Debentures or the relevant
Permissible Replacement Assets), being in any such case amounts which were
not, or would not have been, payable as at the issue date of the Preferred
Securities (or the Convertible Debentures or the relevant Permissible
Replacement Assets, as the case may be), provided that for the purposes of
this provision, *’Permissible Replacement Assets’” shall exclude any Preference
Shares of the Bank.

"Other Tax Event’’ means any Tax Law Change (other than a Tax Law
Change which would result in a Withholding Tax Event) that occurs, which
would resultin there being more than an insubstantial risk that any of the
Issuer, the General Partner, the Bank, the Bank's London branch or any
member of the Group which is an obligor in respect of any Permissible
Replacement Assets would be exposed to mare than a de minimisincrease in
its costs (including, without limitation, a more than de minimis adverse
change in the deductibility of interest payments on the Convertible
Debentures under the tax law applicable to the Bank's London branch
through which the Convertible Debentures are issued) in relation to the
Preferred Securities (or the Convertible Debentures or any Permissible
Replacement Assets whilst, in either case, they remain an asset of the Issuer),
as a result of any taxes, duties or other governmental charges.
Notwithstanding the foregoing, an Other Tax Event will not occur if the
increase in cost to the Bank is attributable to a restriction or denial of any tax
deduction in respect of interest on the Convertible Debentures in the
computation of the profits of the Bank’s London branch for United Kingdom
corporation tax purposes by virtue of the application of Section 11AA of the
fincome and Corporation Taxes Act 1988, or any re-enactment thereof in the
same form as is in effect on @ September 2004.

The Preferred Securities are redeemable, in whole but notin part and subject
to the Law and the prior approval of APRA (if such approval is then required),
at the option of the General Partner at any time a Regulatory Event (as defined
in "' Description of the Preferred Securities'’ —see page 42) has occurred and is
continuing.



Regulatory Event:

Substitution by Substituted
Preference Shares:

Substituted Preference Shares:

The price payable on such redemption in respect of each Preferred Security
shall be an amount equal to the Make Whole Redemption Price.

See " Description of the Preferred Securities — Redemption and Purchase’

A Regulatory Event comprises adverse changes in the capital treatment of the
Preferred Securities, Convertible Debentures or any Permissible Replacement
Assets because of the introduction of, or an amendment or clarification to or
change in (or announcement of a prospective introduction of, amendment or
clarification to or change in) a law or regulation of Australia or any state or
territory thereof or any direction, order, requirement, guideline or statement
of APRA.

See the definitions of "Regulatory Effect’”” and “"Regulatory Event'" in
" Description of the Preferred Securities' on pages 41 and 42 respectively.

If either (a) a Capital Deficiency Event (as defined in '’ Description of the
Preferred Securities'’ — see page 37) or (b) an Insolvency Event (as defined in
" Description of the Preferred Securities'’ — see page 39) has occurred and is
continuing and (in the case of a Capital Deficiency Event) APRA requests
substitution, the Preferred Securities shall be substituted by fully paid
preference shares {the "'Substituted Preference Shares’’) issued directly by
the Bank (the "'Preferred Securities Substitution’’) on the Substitution
Date.

See ‘' Description of the Preferred Securities — Substitution by Substituted
Preference Shares"'.

The Substituted Preference Shares will be fully-paid non-cumulative
redeemable perpetual preference shares issued by the Bank having the terms
set out below under "' Description of the Substituted Preference Shares'”.

On the Substitution Date, each Preferred Security of £50,000 in Nominal
Amount will be substituted for 50 Substituted Preference Shares which will
have a liquidation preference of £1,000 each.

Payments under Substituted Preference Shares with respect to dividends and
amounts payable on liguidation may, under current Australian law, be subject
to Australian withholding taxes. See *' Taxation — Australian Taxation -

1. Australian Withholding Tax ~ Payments of dividends on the Substituted
Preference Shares''. Subject to applicable law, if such payments are subject to
Australian withholding taxes the Bank will pay such additional amounts by
way of extra dividend to holders of the Substituted Preference Shares as may
be necessary in order that the net payments under the Substituted Preference
Shares, after any withholding for taxes imposed by Australia on such
payments, will equal the amount which would have been received in the
absence of any such withholding.

The Bank will undertake to take all reasonable steps to procure that, following
any Preferred Securities Substitution, the Substituted Preference Shares will
be quoted on the Australian Stock Exchange Limited (ABN 98 008 624 691)
(orits successor) ("ASX''). If, at the relevant time, the Substituted Preference
Shares are quoted on the ASX, the issue or transfer of the Substituted
Preference Shares will be settled through the ASX's Clearing House Electronic
Subregister System ('"CHESS'"), or its successor from time to time for the
settlement of transactions on the ASX.

In order to facilitate any Preferred Securities Substitution, the General Partner
(in its own corporate capacity) holds unpaid preference shares on trust as
provided in the Limited Partnership Agreement and the Issuer, the Bank and
the General Partner (in its own corporate capacity) have entered into the
Exchange Agreement in connection therewith (as described in " Description of
the Substituted Preference Shares''). The General Partner (in its own
corporate capacity) may only deal with the unpaid preference shares in
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Rights upon Dissolution of the
Issuer:

Withholding Tax and Gross Up:

Guarantee:

Convertible Debentures:

accordance with the terms of the Exchange Agreement. These arrangements
do notimpose any liability upon the Holders,

In the event of the dissolution or winding-up of the Issuer, each Holder will,
subject to certain limitations, be entitled to receive out of the assets of the
Issuer available for distribution, the Liquidation Distribution in respect of each
Preferred Security held by such Holder.

The Liquidation Distribution will be made:

(a) before any distribution of assets is made to the General Partner or the
holder of the Preferential Right (as defined below); and

{b) atthesame time as the entitlement of the holders of all other preferred
securities (if any) issued by the Issuer which rank pari passu with the Preferred
Securities; but

(c)  afterthe claims of all other creditors of the Issuer and holders of
obligations (if any) of the Issuer which rank neither pari passuwith, nor
subordinated to, the Preferred Securities.

"“Preferential Right"' means the preferential limited partnership interest in
the Issuer initially held by Macgquarie Capital Funding (LP) Pty Ltd. (the “Initial
Preferential Limited Partner’'), a wholly owned Australian incorporated
subsidiary of the Bank, and entitling it to receive in preference to the rights of
the General Partner all amounts received by the Issuer in excess of those
required to make payments, all in accordance with applicable limitations, of
any Distribution (and, if relevant, Additional Amounts) on any Distribution
Date or any Liquidation Distribution or relevant portion thereof (and, if
relevant, Additional Amount) to Holders.

See "'Description of the Preferred Securities — Liquidation Distributions'".

Except in certain limited cases and subject to the limitations on payments
described above, the Issuer, or the Bank pursuant to the Guarantee, will pay
such additicnal amounts ("' Additional Amounts’’) as may be necessary in
order that the net payments in respect of the Preferred Securities, after
withholding for any taxes imposed by the United Kingdom, Jersey or Australia
{in respect of payments by the Issuer) or imposed by the United Kingdom or
Australia (in respect of payments by the Bank pursuant to the Guarantee), as
the case may be, on such payments will equal the amounts which would have
been received in the absence of any such withholding.

The Bank will guarantee pursuant to the Guarantee (to the extent provided
therein), on a subordinated basis, all payments due and payable in accordance
with the terms of the Preferred Securities.

The Guarantee constitutes an unsecured obligation of the Bank. In the event
of the Winding-Up (as defined in the " Description of the Preferred Securities’
on page 43) of the Bank, the rights and claims of the Holders against the Bank
under the Guarantee will:

(a) besubordinated and junior in right of payment to the obligations of the
Bank to Senior Creditors {as defined in " Description of the Preferred
Securities” on page 42); and

(b) rank pari passuand rateably (as to its due proportion only) with other
subcrdinated creditors of the Bank in respect of Subordinated Indebtedness
(as defined in "' Description of the Preferred Securities'' on page 42).

See ''Description of the Guarantee'.

The proceeds from the issue of the Preferred Securities will be used by the
Issuer to purchase the Convertible Debentures. Payments in respect of the
Preferred Securities will initially be funded by payments received by the Issuer
under the Convertible Debentures. The Convertible Debentures will be
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Voting Rights:

Variation of Rights:

convertible or exchangeable at the option of the holder at any time into fully-
paid non-cumulative redeemable perpetual preference shares issued by the
Bank ("Preference Shares'’) having identical rights and benefits to the
Substituted Preference Shares, save that the terms of the Convertible
Debentures will include the following terms: (i) the interest payable on the
Convertible Debentures will be cumulative and (i) the Convertible Debentures
will be redeemed by conversion or exchange as aforesaid on 15th April 2050.

In the event that the Convertible Debentures have not been converted or
exchanged into Preference Shares but are redeemed or sold or otherwise
transferred by the General Partner while any Preferred Securities remain
outstanding and are not subject to a notice of redemption, the General
Partner has undertaken to invest the proceeds of redemption or the
consideration of such sale or transfer of the Convertible Debentures in any
Permissible Replacement Asset. The Bank may also redeem the Convertible
Debentures by delivery of a pro rata amount of Permissible Replacement
Assets, subject to the terms of the Convertible Debentures.

The General Partner shall ensure that the terms of such Permissible
Replacement Asset or the redemption, sale or transfer of the Convertible
Debentures and the investment of the proceeds in Permissible Replacement
Assets shall not (a) cause or give rise to any right to cause a tax call or
regulatory call under the Preferred Securities or (b) otherwise, in the opinion
of the Bank, adversely affect the interests of Holders of the Preferred
Securities.

See "' Description of the Preferred Securities — Covenants of the General
Partner; no indebtedness in name of Issuer, Permissible Replacement
Assets”.

Interests in the Convertible Debentures (and any Permissible Replacement
Assets) will not be delivered or otherwise made available in any form to
Holders of the Preferred Securities and the rights of such Holders shall be
represented solely by Preferred Securities and their rights under the
Guarantee. Application has been made to list the Convertible Debentures on
the Channel Islands Stock Exchange.

Except as stated below and provided for in the Law, Holders of Preferred
Securities will not be entitled to receive notice of, attend or vote at any
meeting of partners of the Issuer or participate in the management of the
Issuer.

If, for any two Distribution Periods and taking into account any Optional
Distribution, Distributions and any Additional Amounts have not been paid in
full and the Bank has not made payments under the Guarantee in respect of
such Distributions and Additional Amounts, Holders will be entitled (by
written notice to the Issuer given by the Holders of a simple majority in
Nominal Amount of the Preferred Securities or by a resolution passed at an
appropriately constituted meeting) to appoint a Special Representative to
enforce their statutory rights, including provision of information on the affairs
of the Issuer.

Such Special Representative must vacate its office if, after its appointment, a
full Distribution is made by the Issuer, or by the Bank under the Guarantee, for
two consecutive Distribution Periods, or an amount equivalent to the
Distribution to be paid in respect of two consecutive Distribution Periods has
otherwise been paid to the Holders.

Any variation of the rights of Holders (except where such variation is solely of
a formal, minor or technical nature in which case it may be approved by the
General Partner without the consent of holders) will take effect only if
approved in writing by Holders holding or representing more than 50% by
Nominal Amount of the Preferred Securities or if approved by a resolution
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Form of the Securities:

Rating:

Governing Law:

Listing:

passed by Holders present in person or by proxy holding or representing more
than 50% by Nominal Amount of the Preferred Securities at a meeting of
Holders at which the quorum shall be one-third by Nominal Amount of all
outstanding Preferred Securities.

The Preferred Securities will be issued in registered form.

The Preferred Securities will be sold to non-U.S. persons outside the United
States pursuant to Regulation S and will, onissue, be represented by a Global
Certificate. The Global Certificate will be registered in the name of a nominee
of, and deposited with a common depositary for, Euroclear and Clearstream,
Luxembourg.

For solong as the Preferred Securities are deposited and registered as
described above, book-entry interests in the Preferred Securities will be shown
on, and transfers thereof will be effected only through, records maintained by
Euroclear and Clearstream, Luxembourg.

Preferred Securities will be issued in definitive certificated form only in limited
circumstances.

See " Description of the Preferred Securities — Transfers and Form'' and
""Summary of Provisions relating to the Preferred Securities in Global Form'”.

On issue, the Preferred Securities are expected to be assigned a rating of “A-"
by Fitch Ratings Limited, "Baa1’’ by Moody's Investors Service, Limited and
""BBB’’ by Standard & Poor's Ratings Services, a Division of The McGraw Hill
Companies, Inc. A credit rating is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any
time by the relevant rating organisation.

The Limited Partnership Agreement and the Preferred Securities will be
governed by Jersey law, save that paragraph 2.6 of the Preferred Securities
shall be governed by, and construed in accordance with, the laws of New
South Wales, Australia and the determination of the amount of "'Available
Profits'' (see "' Limitations on Payment' above) at any time will also be made in
accordance with the laws of New South Wales, Australia.

The Guarantee will be governed by English law, save for Clause 3 and Clause
10.2 thereof, which will be governed by the laws of New South Wales,
Australia.

Application has been made for the Preferred Securities to be listed on the
Luxembourg Stock Exchange.
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Use of Proceeds

The creation and issue of the Preferred Securities is intended to augment the capital base of the Group. The
proceeds from the issue of the Preferred Securities, which are expected to amount to £ @,000,000, will be used
by the Issuer tc subscribe for the Convertible Debentures. The Group will initially use the proceeds from the issue
of the Convertible Debentures to augment the Group’s funding of its U.S. activities but may later re-deploy the
proceeds for general corporate purposes outside Australia. The Managers will receive commissions as set out
under ""Subscription and Sale”".
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Investment Considerations

Prospective investors should consider carefully the following information in conjunction with the other
information contained in this Offering Circular before purchasing any Preferred Securities.

Risks associated with the Bank’s financial condition

Aninvestment in the Preferred Securities will have similar economic risks to an investment in non-cumulative
perpetual preference shares issued directly by the Bank. It is expected that the Issuer’s sole source of funds to pay
Distributions on the Preferred Securities will be payments which the Issuer receives under the Convertible
Debentures (or Permissible Replacement Assets). Payments under the Preferred Securities are guaranteed on a
subordinated basis by the Bank pursuant to the terms of the Guarantee. The rights of Holders shall be
represented solely by the Guarantee and the Preferred Securities, the terms of which provide that interests in the
Convertible Debentures (and any Permissible Replacement Assets) will not be delivered or otherwise be made
available to Holders. Accordingly, if the Bank’s financial condition were to deteriorate, the Issuer and the Holders
may suffer direct and materially adverse consequences, including non-payment of Distributions on the Preferred
Securities or of payments under the Guarantee. In such circumstances, the Preferred Securities may be
substituted by the Substituted Preference Shares.

Distributions on the Preferred Securities are not cumulative and payment of Distributions is
subject to certain limitations

Distributions on the Preferred Securities are not cumulative. As set out in "'Description of the Preferred Securities
— Distributions'”*, Distributions will be paid on each Distribution Date out of interest (or other amounts) received
by the Issuer under the Convertible Debentures (or Permissible Replacement Assets) and payments under the
Preferred Securities are guaranteed on a subordinated basis by the Bank pursuant to the terms of the Guarantee.
A Distribution will only be payable to the extent that the Bank, in its sole discretion, informs the General Partner in
writing no later than the relevant Record Date that such Distribution should be paid. Distributions will not
however be paid in full, or at all, to the extent that:

{(a)  theBank does not have profits after tax available for distribution in accordance with the Corporations Act
(as disclosed in the latest publicly available financial results of the Bank) exceeding the amount of such
Distribution on the relevant Record Date or is otherwise precluded from paying & dividend on any class of capital
by the Corporations Act;

(b)  aCapital Deficiency Event has occurred and is continuing, unless APRA has given its prior approval to the
payment of the Distribution;

{0 the amount of the Distribution exceeds the amount of Available Profits, unless APRA has given its prior
approval to the payment of the Distribution; or

(d)  APRA objects to the payment of the Distribution.

If Distributions for any Distribution Period are not paid by reason of the above limitations, investors will not be
entitled to receive such Distributions (or any Guaranteed Payment (as defined in the Guarantee) in respect of such
Distributions) whether or not funds are or subsequently become available.

As at the date of this Offering Circular, a subsidiary of the Bank has in issue securities which would constitute
Parity Obligations and, accordingly, distributions on those securities will need to be taken into account in
assessing the ability to pay a Distribution under paragraph (a) above (see *’ Macguarie Bank Limited — Capital
Management and Funding'’ and the table set out therein, for further information regarding the total Tier 1 capital
and total Tier 2 capital of the Bank).

Investors will only receive Distributions on Preferred Securities if the Issuer receives interest on
the Convertible Debentures (or Permissible Replacement Assets) and the Bank elects to direct
the General Partner to make the relevant Distribution on the Preferred Securities

The ability of the Issuer to make payments of Distributions on the Preferred Securities is dependent upon the Bank
making the related payments on the Convertible Debentures (or Permissible Replacement Assets) when due and
the General Partner being directed by the Bank to make payments of Distributions to Holders. If the Bank (or any
other obligor in respect of any Permissible Replacement Assets) defaults on its obligations to make payments on
the Convertible Debentures (or Permissible Replacement Assets), the Issuer will not have sufficient funds to make
payments on the Preferred Securities.



s

The Preferred Securities have no fixed final redemption date and investors have no rights to
call for redemption of the Preferred Securities

The Preferred Securities have no fixed final redemption date and investors have no rights to call for the
redemption of the Preferred Securities. The Preferred Securities may be redeemed in certain circumstances
(including at the option of the General Partner on the First Optional Redemption Date or on each fifth anniversary
thereafter or at any time following the occurrence of a Withholding Tax Event, an Other Tax Event or a Regulatory
Event), subject to the prior approval of APRA, if such approval is then required.

The Bank’s obligations under the Guarantee are limited to the amounts of the payments due
and payable under the Preferred Securities

The Bank's obligation to make payments under the Guarantee is limited to the extent of the amounts due and
payable under the Preferred Securities.

Under no circumstances does the Guarantee provide for acceleration of any payments on, or repayment of, the
Preferred Securities.

No limitation on senior debt — the Bank is not required to pay investors under the Guarantee
unless it first makes other required payments

On a Winding-Up of the Bank, the rights and claims of Holders against the Bank to recover any sums payable
under the Guarantee will (i) be subordinated and rank junior as to payments to the obligations of the Bank to
Senior Creditors and (ii) rank pari passu and rateably (as to its due proportion only) with other subordinated
creditors of the Bank in respect of Subordinated indebtedness. in the event of the Winding-Up, liquidation or
dissolution of the Bank, its assets would be available to pay obligations under the Guarantee only after the Bank
has made all payments on claims of Senior Creditors.

The Bank is not prohibited from issuing, guaranteeing or otherwise incurring further debt ranking pari passu
with, or senior to, its obligations under the Guarantee.

Substitution of Preferred Securities for Substituted Preference Shares

In certain circumstances (see "' Description of the Preferred Securities — Substitution by Substituted Preference
Shares”), the Preferred Securities may be substituted by directly issued fully paid preference shares of the Bank.
Although the Bank has undertaken to take all reasonable steps to create and authorise, and procure the
quotation of, the Substituted Preference Shares on the ASX, there can be no assurance that, in the event that

(a) a Capital Deficiency Event or (b) an Insolvency Event occurs and is continuing and (in the case of a Capital
Deficiency Everit) APRA requests substitution, all of the requirements for quotation of the Substituted Preference
Shares under the Official Listing Rules of the ASX, including the requirement that there be an appropriate spread
of holders of the Substituted Preference Shares, will be capable of being met.

Payments under the Substituted Preference Shares with respect to d|V|dends and amounts on
liquidation may be subject to Australian withholding taxes

The tax treatment for holders of Substituted Preference Shares may be different from that for Holders of the
Preferred Securities. Payments under Substituted Preference Shares with respect to dividends and amounts
payable on liquidation may, under current Australian law, be subject to Australian withholding taxes. See

" Taxation - Australian Taxation — 1. Australian Withholding Tax — Payments of dividends on the Substituted
Preference Shares''. If such payments are subject to Australian withholding taxes, the Bank will, subject to having
profits, pay such additional amounts by way of extra dividend to investors as may be necessary in order that the
net payments under the Substituted Preference Shares, after any withhclding for taxes imposed by Australia on
such payments, will equal the amount which would have been received in the absence of any such withholding.

Non-payment of Distributions may adversely affect the trading price of the Preferred Securities

If, in the future, payments are limited on the Preferred Securities for the reasons set out above or the Bank does
not otherwise direct the General Partner to make such payments, the Preferred Securities may trade at a lower
price. If investors sell the Preferred Securities during such a period, investors may not receive the same price as
someone else who does not sell his or her Preferred Securities until Distribution payments are resumed. In
addition, because the Bank’s obligation to make payments under the Guarantee is limited to the extent of the
underlying payment obligations on the Preferred Securities (which may be limited for the reasons set out above),
the market price for the Preferred Securities may be more volatile than other securities that do not reflect these
limitations.



Investors should not rely on Distributions from the Preferred Securities — they may be
redeemed at any time if certain adverse consequences occur as a result of the application of
Australian, Jersey or United Kingdom tax law or regulations or on the occurrence of a
Regulatory Event in Australia

If certain consequences occur, which are more fully described below in this Offering Circular, as a result of the
application of Australian, Jersey or United Kingdom tax law or regulations or on the occurrence of a Regulatory
Eventin Australia, in each case subject to the prior approval of APRA (if such approval is then required), the
Preferred Securities could be redeemed by the Issuer.

There can be no assurance as to the market prices for the Preferred Securities or the
Substituted Preference Shares; therefore, investors may suffer a loss

The Bank cannot give investors any assurance as to the market prices for the Preferred Securities or the
Substituted Preference Shares that may be distributed on any substitution for the Preferred Securities in
accordance with the terms of the Preferred Securities. Accordingly, the Preferred Securities and the Substituted
Preference Shares may trade at a discount to the price at which investors purchased the Preferred Securities. In
addition, because the Bank's obligation to make payments under the Guarantee is limited to the extent of the
underlying payment obligations on the Preferred Securities (which may in turn be limited for the reasons set out
above), the market price for the Preferred Securities and the Substituted Preference Shares may be more volatile
than other securities that do not reflect these limitations.

Absence of prior public markets for Preferred Securities

The Preferred Securities constitute the creation of new partnership interests by the Issuer. Prior to the issue of the
Preferred Securities, there will have been no public market for the Preferred Securities. Although application has
been made for the Preferred Securities to be listed on the Luxembourg Stock Exchange, there can be no assurance
that an active public market for the Preferred Securities will develop and, if such a market were to develop, neither
the Managers nor any other person is under an obligation to maintain such a market. The liquidity of, and the
market prices for, the Preferred Securities can be expected to vary with changes in market and economic
conditions, the financial condition and prospects of the Bank and other factors that generally influence the
market prices of securities.

The liquidity of the Substituted Preference Shares may vary

The Bank cannot give investors any assurance as to the liquidity of the Substituted Preference Shares that may be
distributed in substitution for the Preferred Securities in accordance with the terms of the Preferred Securities.
Prior to such substitution, there will have been no market for the Substituted Preference Shares. Although
application will be made, prior to such substitution, to have the Substituted Preference Shares quoted on the ASX,
there can be no assurance that the ASX will agree to quote the Substituted Preference Shares or that, if such
quotation is granted, an active public market will develop upon such exchange. The liquidity and the market
prices for the Substituted Preference Shares would be expected to vary with changes in market and economic
conditions, the financial condition and prospects of the Bank and other factors that generally influence market
prices of securities.

Ranking of Holders' claims under Preferred Securities and Substituted Preference Shares

In relation to participation in profits, the terms of the Preferred Securities provide (and the terms of the
Convertible Debentures provide and the Permissible Replacement Assets will provide) that the payment of
Distributions to Holders of the Preferred Securities and the payment of interest, dividends or other distributions or
payments to holders of Parity Obligations (or a pro rata proportion of such amounts) are to be (or will be, as the
case may be) funded from Available Profits such that, as far as possible, the Holders of the Preferred Securities and
the holders of Parity Obligations are treated equally.

Under Australian law, on an insclvency of the Bank, the claims of Holders under the Guarantee would rank equally
with the claims of other subordinated creditors of the Bank with respect to Subordinated Indebtedness. However,
following any substitution of the Preferred Securities into Substituted Preference Shares, on an insolvency of the
Bank, the claims of holders of the Substituted Preference Shares would rank equally with the claims of holders of
the most senior preference shares of the Bank.



Voting Rights
Holders of Preferred Securities will have limited voting rights (see " Description of the Preferred Securities ~ Voting
Rights'").

Exchange Rates

Pounds Sterling are currently convertible into Australian Dollars at freely floating rates and, except for
prohibitions on certain payments, transactions and dealings with assets or named individuals or entities subject to
international sanctions or associated with terrorism, there are currently no restrictions on the flow of Australian
Dollars or Pounds Sterling between Australia and the United Kingdom. It is possible that the Substituted
Preference Shares may not be permitted under applicable law to have a liquidation preference dencminated in
Pounds Sterling, in which case the liquidation preference under the Substituted Preference Shares wil! be the
Australian Dollar Equivalent (as defined in ' Description of the Substituted Preference Shares'') of the Pounds
Sterling Issue Price of the Substituted Preference Shares.



Macquarie Capital Funding L.P.

Introduction

Macquarie Capital Funding L.P. was registered in Jersey on @ September 2004 as a limited partnership under the
Limited Partnerships (Jersey) Law 1994 for an unlimited duration, with Macquarie Capital Funding (GP) Limited as
the general partner (the "General Partner’’). The General Partner, BT Globenet Nominees Limited (the “'Initial
Limited Partner"”), Macquarie Capital Funding (LP) Pty Ltd. (the “Initial Preferential Limited Partner”’) and the
Bank have entered into a limited partnership agreement dated @ September 2004 (the “‘Limited Partnership
Agreement’’) for the purpose of establishing the Issuer. The Issuer is not a legal entity separate from its partners
and as such has no subsidiaries. Although a party to the Limited Partnership Agreement, the Bank is not a partner
in the Issuer.

Ownership of the Issuer

The General Partner, a wholly owned subsidiary of the Bank, is the sole general partner in the Issuer and, as such,
manages the Issuer. The Bank has undertaken in the Guarantee to ensure that the General Partner will at all times
be a directly or indirectly wholly owned subsidiary of the Bank. The Initial Preferential Limited Partner is a wholly
owned Australian incorporated subsidiary of, and controlled by, the Bank.

Provided that limited partners do not become involved with the management of the Issuer other than in the
circumstances provided for in the Limited Partnership Agreement (see ' Description of the Preferred Securities —
Voting Rights''), and in accordance with the Law, the liability of the limited partners to contribute to the debts or
obligations of the Issuer will be limited to the amount which they have contributed or agreed to contribute to the
partnership, being £50,000 per Preferred Security.

Sole Activity

The Issuer was established for the sole purpose of raising finance for the Group. The Issuer has carried out no
operations since its registration other than in relation to the creation of the Preferred Securities and the
Preferential Right. The capital contributions to be made by the limited partners will be used by the Issuer to
subscribe for the Convertible Debentures and pay commissions in connection with the issue of the Preferred
Securities as disclosed in this Offering Circular.

Management

The Issuer will be operated by the General Partner and its duly appointed delegates. The registered office of the
Issuer is 22 Grenville Street, St Helier, Jersey JE4 8PX, Channel Islands and the registered office of the General
Partner is 22 Grenville Street, St Helier, Jersey JE4 8PX, Channel Islands. The General Partner has agreed in the
Limited Partnership Agreement to contribute capital from time to time to the extent necessary to pay all costs,
expenses, debts, liabilities and obligations incurred in the proper maintenance and business of the Issuer (other
than in respect of payments on the Preferred Securities or the Preferential Right). The General Partner has also
agreed that it will maintain sole ownership of its general partnership interest in the Issuer subject to the terms of
the Limited Partnership Agreement. The Limited Partnership Agreement provides that all of the Issuer’s
operations will be conducted by or on behalf of the General Partner and the General Partner will have unlimited
liability for the repayment, satisfaction and discharge of all debts, liabilities and obligations of the Issuer to
persons other than partners in accordance with the Law. Neither the Issuer nor the General Partner shall be liable
to make any payment to any limited partner in respect of the Preferred Securities or the Preferential Right other
than out of partnership assets.

The General Partner shall be at liberty to contribute from time to time further resources to the Issuer to enable the
Issuer to meet its obligations under the Preferred Securities or the Preferential Right.

If the Issuer is dissolved or wound up, the Limited Partnership Agreement provides that the General Partner will
only be entitled to any assets of the Issuer remaining after (i) all debts and other liabilities of the Issuer have been
satisfied in full and (i) the full Liquidation Distribution to which the Holders are entitled having regard to the
limitations set out herein has been paid to the Holders and any amount payable in respect of the Preferential Right
has been paid.

The General Partner has undertaken that, if the Convertible Debentures (or Permissible Replacement Assets) are
redeemed while the Preferred Securities remain outstanding and are not subject to a notice of redemption and
subject to the prior approval of the Preferential Limited Partner (as defined in the Limited Partnership Agreement)
it will invest the proceeds of the Convertible Debentures (or Permissible Replacement Assets) in any Permissible
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Replacement Asset issued by a member of the Group, with economic terms essentially equivalent to the
Convertible Debentures (including that the interest rate will reflect the then current Distribution Rate provisions
of the Preferred Securities) or further Convertible Debentures.

Capitalisation

Save for capital contributions to be made by the General Partner from time to time to meet certain operating
expenses of the partnership, the capital commitment of £1,000 which the General Partner may call from
Macquarie Capital Funding (LP) Pty Ltd. as the Initial Preferential Limited Partner, and the capital contribution of
£ @,000,000 to be made by the purchasers of the Preferred Securities (in such capacity being limited partnersin
the Issuer), there are intended to be no other capital contributions to the Issuer.

Indebtedness

Since the date of its registration, the [ssuer has not had any loan capital outstanding, has notincurred any
borrowings, has had no contingent liabilities except as disclosed herein, has not granted any guarantees and does
not intend to have outstanding any such loan capital, incur any such borrowings, have any such contingent
liabilities or grant any such guarantees. The General Partner has undertaken not to incur any indebtedness in the
name of the Issuer other than the costs and expenses incidental to creating the Preferred Securities and the Issuer,
performing its obligations in respect of the Limited Partnership Agreement, maintaining the register of limited
partners and the listing of the Preferred Securities, paying registrar, paying and transfer agency and listing agent
fees and charges in respect of the Preferred Securities, holding and exercising its rights under the Convertible
Debentures and/or any Permissible Replacement Asset and the maintenance of a custodian thereof and the
administration of the Issuer.
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Macquarie Bank Limited

Overview

Macquarie Bank Limited (the ‘’Bank’’) together with its controlled entities (the “MBL Group’') is a diversified
international provider of financial and investment banking services, with a market capitalisation of approximately
A$7.3 billion as at 30th June 2004 and total assets of A$43.8 billion as at 31st March 2004. The Bank delivered a
record result for the financial year to 31st March 2004, with consolidated after tax profit attributable to ordinary
equity holders increasing 48% from A$333 million in 2003 to A$494 million.

Headquartered in Sydney, Australia, the MBL Group operates in specific markets across Asia, North America,
South America, the U K., Europe and Africa. In Australia, the MBL Group is a full service investment bank
providing financial market trading and advisory products and services. Internationally, the MBL Group focuses on
selected niche business areas.

The registered office of the Bank is located at Level 3, 25 National Circuit, Forrest, Australian Capital Territory
2603, Australia.

International Expansion

A key driver of the MBL Group's recent growth has been its successful international expansion strategy, where the
MBL Group has been able to establish a leading presence in select international markets. The MBL Group’s
international strategy is to expand selectively, seeking only to enter markets where the MBL Group’s particular
skills and expertise deliver a real advantage for clients. This approach gives the MBL Group the flexibility to enter
new markets as opportunities arise and the ability to respond to the special requirements of individual markets in
the region and around the world. In a number of internaticnal markets, the MBL Group has established an
alliance or joint venture with a leading local provider, enabling it to combine its technical expertise and specialist
skilis with the market presence of a local player.

International income increased by 61% and accounted for 31% of total income (excluding earnings on capital) for
the financial year to 31st March 2004,

Specialist Funds

The MBL Group has established a leading position in specific asset class investor funds (specialist funds), with
specialist assets under management totalling A$26.0 billion as at 31st March 2004. Specialist funds activities are
spread across a number of the MBL Group's principal operating groups and span sectors including infrastructure
(toll roads, airports, communications infrastructure, energy utility assets and other asset classes), sector-specific
property assets and development capital.

The MBL Group's specialist funds management model has been a key growth driver and has been exported to
international markets. The MBL Group's experience and expertise in these particular areas gives it an advantage in
acquiring and managing assets, thereby delivering superior returns to shareholders.

Corporate History

Today, the Bank is an authorised deposit taking institution under the Banking Act 1959 of Australia. The Bank
takes its origins from the merchant bank Hill Samue! Australia Limited (""HSA"), which was a wholly owned
subsidiary of Hill Samuel & Co. Limited, London. Established in Australia in 1969, HSA began operations in Sydney
in January 1970.

In the early 1980s, in response to changes evolving from the deregulation of financial markets, HSA commenced
work on a proposal to become a trading bank. Authority for the Bank to commence business in Australia was
received from the Australian Federal Treasurer on 28th February 1985.

On 29th July 1996, the Bank listed its fully paid ordinary shares on the Australian Stock Exchange Limited ("ASX')
and on 30th October 1996 entered the ASX’s All Crdinaries Index, with a market capitalisation of approximately
A$1.3 billion.
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The Bank's organisational structure is as follows:

Board of Directors

Central Executive

Treasury and investment Banking Equity Markets Financial Services Funds Management Banking and
Commodities Group Group Group Group Graup Property Group
s ]
. . . N Corporate Quantitative Macquarie Direct
fsk hg;vr;saigiment corpoé:::; Affeirs ‘nform;fm?oiemces Communications Applications Investment
! P Division Division Division

Principal Operating Groups

The Bank’s business activities are carried out by divisions which focus on particular products and markets. These
divisions are coordinated within the following six principal operating groups; [nvestment Banking, Treasury and
Commodities, Banking and Property, Equity Markets, Financial Services and Funds Management, with the
exception of some of the Bank's private equity activities which are carried out by Macquarie Direct Investment.

The MBL Group's business activities are supported by a number of specialist areas:

. Corporate Affairs Group (Human Resources, Business Services, Financial Operations, Business
Improvement, Company Secretarial and Investor Relations, Settlements and Taxation)

) Corporate Communications Division

. Information Services Division (systems and communications)

) Risk Management Division (Credit, Finance, Operational Risk Review and Compliance)
. Quantitative Applications Division

The relative contributions by business group are outlined in the table below:

Year to Year to
31st March 31st March
2004 2003
(%) (%)
Contributions by principal operating groups'"’
INVESTMENT BANKING ...oviii e et 44 49
Treasury and COMMOMILIES ..o 17 23
Banking and Property 13 18
EQUILY MBTKETS oottt et 14 5
FIN@NCIAI SEIVICES ..ottt et et ev s et sen s een 5 2
Funds Management 1 2
DIF@CE INVESTMEINT ..o et 6 1
TOTA e ettt 100 100
Note:

0 The figures set outin this table are refative to the MBL Group's overall performance and are based on figures excluding earnings on
capital before staff profit sharing and before income tax. They should be taken as a guide only to relative contributions and are derived
from management accounts.

Investment Banking Group

The Investment Banking Group brings together the MBL Group's wholesale structuring, underwriting, corporate
advisory, infrastructure and specialised funds, specialised equipment financing, institutional stockbroking and
equities research capabilities. The group employed 1,590 staff as at 31st March 2004 and operates in Australia,



Austria, Canada, China, Germany, Hong Kong, Indonesia, Ireland, Japan, Malaysia, New Zealand, the Philippines,
Singapore, South Africa, South Korea, Taiwan, Thaifand, the U.K. and the U.S.A.

Corporate Finance

The MBL Group provides advisory and capital raising services to corporate and government clients involved in
public mergers and acquisitions (""M&A’"), private treaty acquisitions and divestments, fund raising and corporate
restructuring. Activities are aligned into industry groups, reflecting key areas of expertise in infrastructure,
resaurces, telecommunications, media, entertainment and technology, property, industrials and financial

institutions.

The MBL Group has achieved the highest number of top three rankings for completed M&A deals by value over
the last decade and was named No.1 M&A adviser (announced deals) and No. 2 Equity Capital Markets house in

Australia (by value) in 2003 by Thomson Financial.

Project Finance International ranked the Bank No.1 Project Finance adviser for Asia Pacific and Americas, and

No. 2 globally for mandates completed in 2003.

The division manages a range of specialist funds primarily across infrastructure sectors including toll roads,
airports and communications infrastructure. The growth in specialist funds continues to be an important part of
the MBL Group's strategy. The division’s ability to source and acquire assets, in particular infrastructure assets,
has allowed the MBL Group to develop a number of specialist funds globally. The division manages major listed

specialist funds as set out below:

Entity

Key assets stakes

Market capitalisation’”

Macquarie Infrastructure Group ("MIG'") (ASX listed)

Macquarie Airports ("'MAP"') (ASX listed)

Macquarie Communications Infrastructure Group
(""MCG") (ASX listed)

Southern Cross FLIERS Trust ("'SCF'') (ASX listed)

Macquarie/First Trust Global Infrastructure/Utilities
Dividend & Income Fund ("MFD"') (New York Stock
Exchange (“NYSE") listed)

Macquarie Power Income Fund ("MPT"") (Toronto
Stock Exchange ("TSX'') listed)

Diversified Utility and Energy Trust (""DUE"’) (ASX
listed)

Notes:

M Market capitalisation, as at 30th June 2004.
@

Invests in toll roads in OECD
countries — 25 roads across eight
countries including Highway 407 in
Toronto, SR125 South in San Diego,
M6 Tollin the U.K., and stakes in
major private toll roads in Sydney

Invests in airports — stakes in Bristol,
Birmingham, Sydney and Rome
airports

Invests in communications
infrastructure — 100% of Broadcast
Australia

Fund holding subordinated
securities in Sydney Airport — reset
preference shares issued by
Southern Cross Airports
Corporation Holdings Limited

Investments to include listed
infrastructure and utilities
companies in selected developed
countries globally

Focuses on power generation
assets in North America — 100% of
Cardinal Power (Canada)
Australian-based utility and energy
fund, jointly managed by AMP
Capital Investors Limited and the
MBL Group

security, had a market capitalisation of A$565 million upon listing.
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A$6.37 billion

A$2.42 billion

A$614 million

A$684 million

A$220 million

A$226 million

A$565 million'

Diversified Utility and Energy Trust was listed on the ASX on 13th August 2004 and, based on the issue price of A$2.29 per stapled



Major unlisted entities managed by the group include:

) Macquarie Essential Assets Partnership —invests in regulated and utility assets in North America.
Investments include Altalink (Canada) and the Michigan Electric Transmission Company LLC (USA)

. Macquarie Global Infrastructure Fund — invests in a variety of smaller infrastructure investments globally.
Fund raising in relation to Macquarie Global Infrastructure Fund Il is currently underway

. The South Africa Infrastructure Fund and African Infrastructure Investment Fund - jointly managed with Old
Mutual Asset Managers of South Africa. Both funds target equity investments in sub-Saharan Africa

) Macquarie Airports Group — stakes in Bristol, Birmingham, Sydney and Rome airports

. Korean Road Infrastructure Fund — jointly managed with Shinhan Bank, invests predominantly in South
Korean toll roads and tunnels. Investments include the Kwangju Second Beltway, Daegu-Busan
Expressway, Baekyung Tunnel and Machang Bridge

° Macquarie European Infrastructure Fund — established in April 2004 to invest in European infrastructure
assets. Initial investments include South East Water (a water utility in the U.K.) and Arlanda Express (an
airport rail fink to Stockholm, Sweden)

. Japan Infrastructure Group — established with the Development Bank of Japan with a mandate to invest in
Japanese infrastructure assets. Its initial investment was the acquisition of the Hakone Turnpike, a toll road
south-west of Tokyo.

The MBL Group has acquired RG Capital Radio Limited {"'RG Capital’'), which operates 36 radio stationsin
regional New South Wales, Queensland, Victoria and Tasmania. The MBL Group plans to make RG Capital the
seed asset for a proposed new unlisted investment vehicle, which will have a mandate to invest in other media
assets outside major Australian State capitals.

Financial Products

The MBL Group provides assistance on corporate and project financing transactions where there are a wide range
of structuring, tax and accounting issues. The Financial Products division uses its technical skills with a view to
maximising benefits realised by its clients. The division also advises on, and arranges finance for, major capital
expenditures over a variety of assets including aircraft, trains, power and telecommunications assets. The MBL
Group is a leading player in this area globally, with leases arranged in the year to 31st March 2004 exceeding
A$5.7 billion throughout North America, Japan, South Korea, Hong Kong, Europe and New Zealand.

Leasing and Asset Financing

At 31st March 2004, this division’s portfolio of loans and leases exceeded A$3.6 billion across a range of different
industries in select international markets. The MBL Group provides finance, leasing, trading, sourcing and
remarketing services in industries where it has specialist skills and experience. These industries include
information technology, electronics manufacturing, motor vehicles, plant and equipment, telecommunications,
aviation engines, water infrastructure, transportation, vendor financing, utility meters and modular structures
such as car parks.

Institutional Stockbroking

The MBL Group provides institutional and corporate stockbroking services and equities research coverage of the
Australian and New Zealand markets to institutional investors globaily. Extensive coverage of Australian and New
Zealand equities is produced by the MBL Group's 68 analysts covering 263 stocks and 96% of the S&P/ASX300
stocks by market capitalisation.

In March 2004, the Bank entered into a sale and purchase agreement with ING Bank N.V. to acquire its Asian
equities businesses, to be known as Macquarie Securities Asia. This is a significant strategic initiative which will
give the Bank critical mass in the region covering cash equity sales, sales trading, facilitation trading, execution,
research and equity capital markets businesses. Refer to "' Recent Developments'* below for further details.

Treasury and Commodities Group

Activities include trading in a broad range of financial markets including commodities, futures, debt and foreign
exchange markets. The group’s focus is on selective geographic expansion and continued product innovation in
its chosen markets. Consolidation of existing businesses continues along with a focus on increasing customer
flows. The group employed 358 people as at 31st March 2004 and operates in Australia, Brazil, Hong Kong,
South Africa, South Korea, the U.K. and the U.S A,
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Metals and Mining

The Metals and Mining division provides 24-hour price-making facilities for base and precious metals as well as
financing and structured hedging facilities for metals producers and consumers. The division also provides finance
to the oil and gas sector. The division is a leading participant in the London Metal Exchange market andis a
principal provider of liquidity in the Asian time zone.

Foreign Exchange

The Foreign Exchange division provides 24-hour interbank price-making services in Australian Dollar spot,
forwards and options and interbank pricing in Yen and euro during the Sydney time zone. The division provides
services across all of these major products and tailor made products to Australian corporates and institutions. The
division also maintains an active Internet currency trading platform servicing the Japanese retail trading market.

Energy Markets

The Energy Markets division based in London, Sydney and New York provides risk management and financing
solutions to a broad customer base across the energy sector. Customers include producers, refiners, airlines and
shipping companies. Global energy products traded include crude oil, fuel oil, heating oil, gasoline, distillates (gas
oil and jet fuel), naptha and North American natural gas.

Debt Markets

The Debt Markets division arranges and places debt for clients, provides secondary market liquidity in
government, corporate, global and asset-backed securities and provides risk managers, investors and borrowers
with research and structured and derivative based solutions for their needs. The division is a market leader in
Australia in the securitisation of mortgages, equipment and motor vehicle securities. A key focus of this division is
the development of securitisation techniques to provide capital management solutions.

Agricultural Commodities

The Agricultural Commodities division provides finance and tailored risk management solutions to an
international client base across the agricultural industry. The division operates out of seven locations globally
providing services covering commodities such as wheat, cotton soy complex, sugar, cocoa and coffee. In 2003,
the division opened a new business trading physical Australian cotton.

Futures

The Futures division provides a full range of broking and clearing services for Australian and international
exchange traded financial derivatives markets. The division makes extensive use of technology to provide clients
with flexible solutions for their back office, and also has electronic trading platforms to allow clients direct access
to markets.

Treasury

The Treasury division is responsible for the funding, liquidity and interest rate risk management of the Bank and is
an active participant in domestic and international funding markets. The division maintains the Bank’s
relationships with international rating agencies and assists with the maintenance of the Bank'’s ratings.

Economic Research

Economic Research is the MBL Group’s central source of economic and financial trend analysis that services clients
and businesses within the MBL Group.

Banking and Property Group

Activities include property finance, property funds management, property investment banking, services to the
golf and leisure industries, mortgages and securitisation, banking services for businesses and professionals and
margin lending. As at 31st March 2004, over A$10.9 billion in fund assets was managed by the MBL Group and its
associates. The group’s focus is to continue to take advantage of geographic expansion in specialist property
funds, finance and mortgage securitisation. The group employed 912 people as at 31st March 2004 and operates
in Australia, China, Hong Kong, South Korea, the U.K. and the U.5 A.

Macquarie Property

Macquarie Property encompasses a number of business lines in Australia with growing niche operations
internationally. The Macquarie Property Research team was recognised with a 2003 Australian Property Institute
NSW Excellence in Property Award for demonstrating leadership and vision that led to a change in the property
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industry. Macquarie Property’s major components are Property Finance, Property Investment Banking, Property
Investment Management and Property Investment Management — North America.

Property Finance

The MBL Group is a provider of structured debt, mezzanine and equity funding for property development
projects. It has funded the development of more than 10,000 residential dwellings over the past 20 years as well
as numerous commercial and industrial projects. The MBL Group has established its property finance business in
Seattle and Los Angeles in the United States to provide similar development finance solutions using its Australian
market experience.

Property Investment Banking ("PIB’")

PIB is a market leader in Australia in wholesale capital raising, debt structuring, major project financing and
divestment, sale and leaseback of property developments and related transactions. PIB also owns and manages
the award-winning residential real estate regenerator and developer, Urban Pacific Limited, which has 6,400
residential lots under development in Victoria, Queensland, South Australia and Western Australia. PIB has been
active in Asian markets since 1994 with recent transactions including the establishment of the Macquarie Central
Office Corporate Restructuring Real Estate Investment Trust in Korea and the formation of Macquarie Global
Property Advisers with an experienced management team which advises a U.S.$1.6 billion property investment
fund with assets across Europe and Asia.

Property Investment Management

Property Investment Management is responsible for the sponsorship, creation and on-going management of high
performance property investment products. Together with associates, the MBL Group is one of Australia’s largest
listed property funds managers with assets under management in Australia, North America and New Zealand.

Property investment Management — Narth America

Property Investment Management — North America commenced operations in April 2003 and focuses on creating
and managing funds management investment opportunities in North America. The division includes Macquarie
Capital Partners, the MBL Group's global real estate investment banking joint venture which conducts specialist
wholesale equity raising activities and advisory services in both North America and Europe. Macquarie ProLogis
Trust which listed on the ASXin 2002 and was recognised in 2003 with two Excellence in Property Awards from
the Australian Property Institute for innovation in the property industry, and the Macquarie DDR Trust which was
listed on the ASX in November 2003 and invests in U.S. community shopping centres.

An overview of the MBL Group and its associates’ listed property assets under management is set out in the table
below.

)

Entity Key assets stakes Market c:api’(alisation(1
Macquarie Goodman Industrial Trust 127 properties, including business parks, A$2.68 billion
industrial estates, office parks and warehouse/
distribution centres
Macquarie Office Trust 25 office properties across Australia and the U.S. A$1.10 billion
Macquarie CountryWide Trust Retail properties anchored by national grocery A$1.04 billion
retailers. 126 assets across Australia, N.Z. and
the U.S.
Macquarie ProLogis Trust 101 industrial and distribution properties in the A$720 million
U.S. and Mexico
Macquarie DDR Trust 23 community shopping centres in the U.S. A%$735 million
Macquarie Leisure Trust Assets across entertainment, leisure and A$162 million
recreation industries
Macquarie Central Office Corporate Korean office property A$105 million

Restructuring Real Estate Investment
Trust

Note:
™ As at 30th June 2004.
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Banking

The MBL Group provides innovative and specialised banking services tc the small and medium enterprise market.
Specific target industries include real estate, accounting, financial planning, insurance broking, pharmacy,
veterinary, strata management and law.

Golf and Lefsure

Macquarie Golf and Leisure offers a specialised range of products and services to support the increasingly
important leisure market. Since 1997, the Bank has been involved in the development of residential lifestyle
communities through Medallist Developments — a joint venture with Greg Norman’s Great White Shark
Enterprises and since 1998 has managed Dreamworld (in Queensland, Australia) and d’Albora Marinas (in New
South Wales, Australia) through the Macquarie Leisure Trust. The division's feisure interests also include
development, industry advisory services, finance and funds management.

Mortgages and Securitisation

This division specialises in wholesale mortgage funding through securitisation. Distribution is via a diversified
network including strategic partnerships with one of Australia’s largest mortgage brokers and originators. The
division also has mortgage operations in China and the United States.

Margin Lending

The Margin Lending division provides a range of margin lending and protected lending products. It continues to
invest in new initiatives, and also distributes its products through Macquarie Financial Services Group in New
Zealand.

Macquarie Community Partnerships

The strategy of this new business is to undertake property-based public-private partnerships with state and local
governments. Macquarie Community Partnerships intends to take the role of developer and financier to deliver
community-based needs.

Equity Markets Group

The Equity Markets Group undertakes the MBL Group's risk arbitrage and market-making activities in derivatives.
The group utilises its risk management skills to originate equity-based financial solutions and products for retail
and wholesale clients and operates the MBL Group's equity finance operations. The group employed 210 pecple
as at 31st March 2004 and operates in Australia, Brazil, Europe, Hong Kong, Japan, South Korea and South
Africa.

Australia

The group was the first issuer of equity warrants on the ASX and has also successfully introduced index warrants,
instalments, capital plus and endowment warrants to the Australian market. In calendar year 2003, the group
was one of the leading warrant issuers with a market share of 44%. The group issues a range of innovative
unlisted products to retail, corporate and institutional investors. The Australian business is also a leading options
market maker and principal trader in listed securities.
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International
An overview of the international businesses of the Equity Markets Group is set out in the table below.

Country/Business Services offered Local partner

Brazi! Equity structured products to Brazilian pension funds ~ Banco do Brasil'"
and other institutional and retail investors

Hong Kong Warrants over Hong Kong stocks, exchange-traded- -
option market maker and structured products

International Structuring Structured equity solutions across all markets with -~
staff based in Sydney, London and Munich

International Trading Desk This business is responsible for management of ~
international market risk in those markets where the
group does not have a physical presence, including
the U.S. In conjunction with the Asian sales team, a
major new initiative has been to focus on sourcing
U.S. and European risk for Asian customers. The
business operates 24 hours a day cut of Sydney and
also has staff in Hong Kong and London

Japan Product issuance and structured deal activities Mizuho Securities
South Korea Equity derivatives Woori Bank
South Africa Equity derivatives Nedbank Limited
Note:

™ in-principle agreement to enter into a strategic alliance in Brazit has been reached with Banco do Brasil.

Financial Services Group

The Financial Services Group is the primary relationship manager for the MBL Group's retail client base in
Australia and New Zealand. Services include stockbroking, private banking, wealth management, wrap
administration platform and relationship management for about 15,000 independent financial advisers
throughout Australia and the distribution of the Cash Management Trust and other products. The group is now
benefiting from the three years of strategic investments in 2000-2003 and is positioned to increase its profit
contribution in the longer term. The group employed 1,045 people as at 31st March 2004,

The group consists of two key Australian based divisions, Macquarie Adviser Services and Macquarie Financial
Services which together service more than 575,000 retail clients. In addition, FSG International Business operates
in New Zealand.

Macquarie Adviser Services ("MAS’’)

MAS manage relationships with external financial advisers and provide sales service and product management of
in-house and external products including retail superannuation. This includes the Macquarie Cash Management
Trust (A$9.3 billion as at 31st March 2004), the leading cash trust in the Australian market and the Macquarie
Wrap administration service (A$9.1 billion in funds under administration as at 3 1st March 2004 after five years of
operation). In 2003, Macquarie Wrap Solutions was a market leader with A$2.8 billion in inflows. This figure is
expected to increase with the finalisation of an agreement with ING Australia to provide the systems and
administrative functions associated with ING's Wrap service.

Macquarie Financial Services (""MFS’’)
MFS maintains direct relationships with approximately 210,000 retail clients. Services include:

. full-service stockbroking and investment planning
) online stockbroking

) strategic financial planning

° executive wealth management

) private banking

. private portfolio management

] retail treasury and commodities service.
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FSG International

The business currently operates solely in New Zealand providing personal financial services including full service
stackbroking, the manufacturing and distribution of financial planning products and the provision of the MBL
Group's products to external financial planners.

Funds Management Group

The Funds Management Group is the primary manufacturer of the MBL Group’s managed funds. The group
manages funds across the full spectrum of asset classes with approximately A$36.2 billion in assets under
management and 160 people employed as at 31st March 2004. The group markets its products in Australia and
internationally, and is active in joint ventures in Asia. The group’s assets under management and profitability have
grown in each of the past three years in increasingly competitive markets. Macquarie Funds Management is one
of Australia’s largest fund managers, providing a full range of funds management services to institutional and
retail clients in Australia and in selected international markets, including Hong Kong, Malaysia, Korea and the
U.K.

Asia

The group is active in funds management in Malaysia, via a joint venture initiated in 1996 with the AmMerchant
Bank Berhad. As at April 2004, the joint venture was Malaysia’s largest institutional asset manager by assets
under management. The joint venture offers retail unit trusts and institutional pooled and separately managed
funds in Malaysian equities, cash, fixed interest and diversified investments.

In South Korea, Macquarie-IMM Investment Management, a joint venture with IMM Asset Management, offers
pooled and separately managed funds for institutional and retail clients in local equities, fixed interest and
diversified investments. Macguarie-IMM was named Most Improved Institutional Fund House in Korea for 2003
(based on growth in funds under management) by Asia Asset Management magazine.

For Hong Kong investors, Macquarie Funds Management offers enhanced equities, providing risk-controlled
exposure to Hong Kong equity markets.

UK

The MBL Group's funds management business manages enhanced equities in the U.K, market. This business
offers a low risk investment in U.K. equities, using the Bank’s proven investment processes aiming to deliver
returns that are consistently above the FTSE All Share Index.

Macquarie Direct Investment Group

The MBL Group has been active in direct investment since 1982. During that time, the business has transformed
from investing using the Bank’s own funds to raising and investing funds on behalf of institutional and retail
investors. Macquarie Direct Investment is responsible for managing the MBL Group's private equity activities. The
focus of the business is private equity and venture capital investment opportunities in emerging private Australian
and New Zealand companies, as well as management buy-outs and buy-ins. As at 31st March 2004, Macquarie
Direct Investment had invested over A$392 million in a total of 44 businesses and employed 13 people, making it
one of the most experienced private equity managers operating in Australia.

Risk Management Practices

Given the markets in which the MBL Group operates, risk is an inherent part of the MBL Group's business.
Management of that risk is therefore critical to continuing profitability. Strong independent prudential
management has been a key to the Bank's success over many years. Where risk is assumed it is within a caiculated
and controlled framework.

The main risks faced by the MBL Group are market risk, credit risk, liquidity risk, operational risk, and legal
compliance and documentation risk. Responsibility for these risks lies with the individual businesses giving rise to
them. Itis the responsibility of the Risk Management Division to ensure appropriate assessment and management
of these risks within the MBL Group.

The principles followed by the MBL Group in risk management are:

° Independence— Risk Management Division is independent of the operating areas of the Group, reporting
directly to the Managing Director and the Board. Risk Management Division authority is required for risk
acceptance decisions
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. Centralised prudential management - Risk Management Division’s respansibility covers the whole of the
MBL Group. Therefore it can assess risks from an MBL Group-wide perspective and ensure a consistent
approach across all operating areas

. Approval of all new business activities— Operating areas cannot undertake new businesses or activities,
offer new products, or enter new markets, without first consulting the Risk Management Division. The
division identifies, quantifies, and assesses all risks and sets prudential limits. Where appropriate, these
limits are approved by the Executive Committee and the Board

° Continuous assessment - The Risk Management Division continually reviews risks to account for changes in
market circumstances and the group’s operating areas

° Frequent monitoring— Centralised systems exist to allow Risk Management Division to monitor credit and
market risks daily. Risk Management Division staff liaise closely with operating and support Divisions.

Capital Management and Funding

The MBL Group's approach to capital management and funding is to be conservatively capitalised and maintain
diversified funding sources. Several capital management initiatives were undertaken during 2003, although it
should be noted that these initiatives represent fine-tuning of the Bank’s capital management position, rather
than a major shift in capital management strategy.

As at 31st March 2004, the Bank's total capital adequacy ratio was 19.9%, consisting of Tier 1 capital of 16.2%,
Tier 2 capital of 7.0% and deductions of 3.3%. Subsequent to this, as foreshadowed in the Bank’s market
announcement of its full year results, a reduction in the Tier 1 ratio is expected on the completion of a number of
significant post balance date transactions.

The Bank's risk management framework is being enhanced as it progresses with the implementation of the Basel
It Capital Accord. Accreditation and its timing are still subject to further discussion with APRA,

31st March 31st March
2004 2003
ASM ASM
Tier 1
Ordinary Share CaPILaI ......cc.vriiiiiniir et ettt e 1,382 1,137
Retained earnings 936 730
Macguarie Income Securities 391 317
Converting Preference Shares - 150
Qutside equity INterests ... - 2
Less deductions from Tier 1 €apital. oot e (548) (434)
Total TIer 1 CaPIAl oot bbb 2,161 1,902
Tier 2
Macquarie INCOME SECUTITIES ..ot s - 74
SUBOTAINALEA AEDT .ot 893 337
General provision for Credit 10SSeS ... .o 52 38
Total Tier 2 CapItal ..o et 945 449
TORAl CAPILAL ... e e 3,106 2,351
Less capital deductions {442) (204)
Net capital Base ..o e 2,664 2,147
Risk Weighted ASSES..............co.oiiii i et 13,361 10,030
% of Risk-Weighted Assets
TIEE T CAPILAL. .ottt et 16.2 19.0
TIEr 2. CaPITAl... oo e 7.0 4.4
Total capital deQUCHIONS ..ooieeiiei et ee e, (3.3) (2.0)
Total Capital. ... e 19.9 21.4




Dividend Policy and Historical Dividends

Since listing on the ASX in 1996, the Bank has paid dividends semi-annually on its ordinary shares. The Bank
currently targets a dividend payout ratio for full year ordinary dividends in the range of 50% to 60% of net
earnings, and it is expected that dividends in the near term will be at least 80% franked.

Historical Dividends

Dividend (cents per share) 2000 2001 2002 2003 2004
INEEIIM e 34 a1 41 41 52
FInal .o 52 52 52 52 70
Special oo - - - 50 -
Total ..o 86 93 93 143 122

Credit Ratings as at 30th June 2004

The Bank and its subsidiaries have been rated on an interactive basis by Fitch Ratings, Moody's Investors Service
and Standard & Poor’s Ratings Services. As at 30th June 2004, those ratings were as follows:

Shortterm Long-term
FITCR RBEINGS oot ettt e e F1 A+
MOOAY'S INVESTOTS SEIVICE 1.iiviiiieis e et e P1 A2
SEANAAIA B POOT S ..ttt ettt et e Al A

Impact of IFRS

In July 2002, the Financial Reporting Council ("FRC"') agreed that Australian reporting entities will be required to
adopt International Financial Reporting Standards (IFRS") for reporting periods commencing on or after 1st
January 2005. In April 2004, the FRC confirmed this decision.

The first financial reports that the Bank will be required to prepare in accordance with Australian Standards that
are equivalent to IFRS will be for the half-year ending 30th September 2005 and the full-year ending 31st March
2006. The comparative financial statements for each of these periods will also be required to be restated using
the new accounting standards, except for IAS 32 Financial Instruments: Disclosure and Presentation and IAS 39
Financial Instruments: Recognition and Measurement. In order to restate the comparative informaticn, apening
retained earnings at 1st April 2004 will be adjusted to include the changes necessary to transition to the new
accounting standards, except for changes related to those standards where comparatives are not required to be
restated, which will be adjusted in opening retained earnings at 1st April 2005.

The following are some of the significant topics expected to impact the Bank:

. special-purpose entities will need to be consolidated if they are controlled. The treatment of past
securitisation arrangements is being reconsidered;

. all derivative contracts, whether used for hedging purposes or not, will need to be carried at fair value.
External derivative contracts that economically hedge risks of the Bank will be treated for accounting
purposes as either a hedge (fair value hedge, cash flow hedge or hedge of investment in foreign operations)
if the strict accounting criteria are met or a non-hedging derivative;

. some fees received and commissions paid upfront will be deferred and recognised either as an adjustment
to the interest yield or over the period of service;

. provisions for loan losses will be permitted only if they have been incurred and there is objective evidence of
impairment as a result of a past event;

] the fair value of share options granted to employees will need to be recognised as an expense over the
vesting periods for the options;

. a ‘balance sheet’ approach is used to determine deferred tax assets and deferred tax liabilities, which
requires a comparison between the carrying amount and the tax base for each asset and liability.

T al



Recent Developments

ING Asian Cash Equities Business Acquisition

On 8th March 2004, the Bank entered into a sale and purchase agreement with ING Bank N.V. {"ING"') to acquire
100% of the ING Asian cash equity sales, sales trading, facilitation trading, execution, research and equity capital
markets businesses across Asia, for an estimated cost of A$145 million.

This acquisition will provide the MBL Group with critical mass in institutional stockbroking in the Asia-Pacific
region. The acquisition provides a platform to broaden the MBL Group’s activities, particularly the Bank's existing
infrastructure, equity capital markets, mergers and acquisitions and other investment banking capabilities in the
region. The acquisition includes approximately 450 staff operating in 10 Asian locations: Hong Kong, Korea,
Japan, Taiwan, Thailand, Singapore, China, Indonesia, Malaysia and the Philippines, as well as ING's Asian sales
and trading desks in London, New York and other European and North American operations. The acquisition was
finalised on 31st July 2004.

Outlook

At the Bank’s 2004 Annual General Meeting on 29th July 2004, the Bank announced that its first quarter profit
for the three months ended 30th june 2004 was well up on the corresponding period in 2003. It also indicated
that it expected the first half result for the six months to 30th September 2004 to be broadly in line with, or
slightly ahead of, the prior corresponding period. However, it noted that repeating the strong second half result
achieved the previous year would be challenging because that half had benefited from very buoyant equity
market conditions in Hong Keng and very large profits from asset realisations, especially through Macquarie
Direct Investment.

The Bank also indicated that, over the medium-term, it was well placed due to its committed quality staff,
diversification, good businesses and effective prudential controls. The Bank remained positive about continued
growth in revenue and earnings across most businesses subject to market conditions not deteriorating materially.
The Bank expected continued good growth in international businesses.



Voting Directors of the Bank

Name Function within the Bank Principal outside business activities

D S Clarke, AO Executive Chairman Chairman of McGuigan Simeon Wines
Limited and Macquarie Goodman
Management Limited

A E Moss Managing Director and Chief Executive Officer -

MR G Johnson

J G Allpass

L G Cox, AO

P M Kirby
C B Livingstone
B R Martin

H K McCann

J R Niland, AC

H M Nugent, AO

Deputy Chairman

Independent Voting Director

Executive Voting Director

Independent Voting Director

Independent Voting Director

Independent Voting Director

Independent Voting Director

independent Voting Director

Independent Voting Director

32

Chairman of The Australian Gas Light
Company Limited

Chairman of Envestra Limited and
Director of Queensland Investment
Corporation and MBF Australia Limited

Chairman of Transurban Group, SMS
Management & Technology Limited and a
Director of Smorgan Steel Group Limited

Chairman of Medibank Private Limited
and a Director of Orica Limited

Chairman of the CSIRO and a Director of
Telstra Corporation Limited

Chairman of the Barkworth Group, Brazin
Limited and a Director of SciGen Limited

Chairman of Healthscope Limited, Origin
Energy Limited and Triako Resources
Limited and a Director of Bluescope Steel
Limited

Professor Emeritus of the University of
New South Wales, and Chairman of
Research Australia Limited

Chairman of Swiss Re Australia Limited
and Funds SA and a Director of UNITAB
Limited, the South Australian Economic
Development Board, Origin Energy
Limited and Carter Holt Harvey Limited



Capitalisation and Indebtedness of Macquarie Bank Limited
and its Controlled Entities

The table below shows the consolidated capitalisation and indebtedness of the MBL Group as at 31st March
2004, which have been extracted without material adjustment from the audited consolidated financial
statements of the Bank for the year ended 31st March 2004.

31st March

2004

ASM
Short-term debt
DIEPOSIES .. ceceeirt ettt eh e kLR et 3,342
Negotiable certificates of deposit 2,142
NOTES PAYADIE ...t e ettt en et b e s 7,075
Due to other fiNancial INSHIEUTIONS ..o.oo e et ev et 1,516
Total short-termdebt ... e 14,075
Long-term debt
DIBPOSITS .. voveetiriten e eeet ettt ettt e ke ettt 873
Negotiable certificates of deposit ..., 157
NOtES PAYaLIE ..o v 3,234
Due to other financial institutions'” 419
Total [ong-term debt ... e e 4,683
Equity attributable to Ordinary Shareholders
Share capitalm ............................................................................................................................................. 1,382
RETAINET BATNINGS 1vev ittt ettt ettt ekt a s et s et et e et bttt 1,040
Total equity attributable to Ordinary Shareholders.................c...coiie 2,422
Equity not attributable to Ordinary Shareholders
SUDOIAINGTEA AEDT ...ttt s ettt e eb bbb ees 960
M aCQUATE INCOME SECUMTIES ™ ..., oo oo 391
QOutside equity interests in CONLrONEA ENTIHIES ..ot e e e e e 20
Total equity not attributable to Ordinary Shareholders ..., 1,371
Total capitalisation™ ... e et ettt ettt 22,551

0 “Other finandial institutions”" includes OECD central banks, clearing banks, clearing houses and other OECD deposit taking institutions.

@ The Bank had 215,916,285 fully paid ordinary shares on issue as at 31st March 2004.
@ perpetual floating rate notes counting as regulatory capital.
@

There has been no material change to the consolidated capitalisation and indebtedness of the MBL Group since 31st March 2004.
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Financial Information Relating to Macquarie Bank Limited

The financial information on pages 34 to 36 inclusive of this Offering Circular has been extracted without material
adjustment from the Bank’s audited consolidated and non-consolidated financial statements as at, and for the
financial years ended, 31st March 2004 and 3 1st March 2003.

MACQUARIE BANK LIMITED AND ITS CONTROLLED ENTITIES

STATEMENTS OF FINANCIAL PERFORMANCE
For the financial year ended 31st March

Consolidated  Consolidated Bank Bank
2004 2003 2004 2003
ASM ASM ASM ASM

INLErESTINCOME .. oot 1,235 1,074 1,096 902
[NTEIESE EXPENSE ..o (965) (827) (1,082) (860)
Net INTerest iNCOME ..o, 270 247 14 42
Fee and commISSION INCOME ... .ovivvivieieriicceee e 1,649 1,370 402 475
Fee and cOmMMISSION EXPENSE ...vvcetvvvirrcinec e (331) (254) (160) (131)
Net fee and commission iNCOME ..c.ovvvvvivicrir s 1,318 1,116 242 344
Trading INCOME ..o 562 402 545 335
OtherinCOME ... 393 194 807 598
Other @XPENSES ....covoive oo (78) (69) (48) (61)
Total income from ordinary activities ..........cccecoiveerns 2,465 1,890 1,560 1,258
EMployment EXPENSES .....co.c..oveer v e (1,257) (970) (945) (710)
OCCUPANCY EXPENSES _....ooeiieeereieeeee s ssenie s esse s (102) (92) (64) (64)
Non-salary technology eXpenses........ocinncn. (106) (84) (89) (66)
Professional fees, travel and communication

EXPENSES ..ottt e (162) (129) (86) (83)
Other operating eXpenses . ... e (153) (155) (73) (59)
Total expenses from ordinary activities ... (1,780) (1,430) (1,257) (982)
Profit from ordinary activities before income tax 685 460 303 276
Income tax (expense)/benefit..................... (161) (96) 58 (20)
Profit from ordinary activities after income tax.... 524 364 361 256
(Profit) from ordinary activities after income tax

attributable to outside equity interests..................... (3) (3) - -
Profit from ordinary activities after income tax

attributable to equity holders of Macquarie

Bank Limited ....................... TR PR PURRUPRUSN 521 361 361 256
Distributions paid or provided on Macquarie Income

SECUMHIES oo (27) (28) - -
Profit from ordinary activities after income tax

attributable to ordinary equity holders of

Macquarie Bank Limited ... 494 333 : 361 256

Cents per share

Basic earnings pershare. ..., 233.0 164.8
Diluted earnings pershare ... 229.3 163.1

34



MACQUARIE BANK LIMITED AND ITS CONTROLLED ENTITIES

STATEMENTS OF FINANCIAL POSITION
As at 31st March

ASSETS
Cash and liquid assets ..o
Securities purchased under resale agreements ............
Trading @SSEES ..o.ovviie e
Other SECUTITIES ..ot
LOBN @SSELS 1oiiviiiie ettt e
QOther financial market assets ... ceen e
Other financial @SSetS ..o ovieirii e
Life insurance investment assets ..o
Due from controlled entities.........ccocoovvei e
EQuUity INVESTMENTS ..o e
Investments in associates and incorporated joint
ventures
Fixed assets
Tax assets
Investments in controlled entities ........c...c.ocecivereiinns

Total @5SETS.......o oot e

LIABILITIES

Due to other financial institutions......cc...cooeiiiiren
Securities sold under repurchase agreements ..............
SecUrities BOTTOWE ..o
DEPOSITS oo
Notes payable .. ..o
Other financial market liabilities ..........cocorvereviirreciennn
Tax HaBItIES vt
Other financial Habilities. ..o,
Life insurance policy liabilities..........cccoevimeviimicinnes
Due to controlled entities .......cccovveiivcceinveeceee,
Provisions for dividends and distributions....................
Deferred tax liabilities.......cocccovvviiieei e
Other ProVISIONS coivveeiir e e

Total liabilities excluding loan capital................
Loan capital

Subordinated debt ..o
Converting Preference Shares ... ivceciririciniien,

Total liabilities ...

Net assels. ...

EQUITY
Contributed equity
Ordinary share capital ...
Macquarie Income Securities ... vieviiecviiee i
Investment revaluation reserve ...
Retained €arnings.........ccoceiiiiccnniiccs e

Total equity attributable to equity holders of
Macquarie Bank Limited ........coociviviiieinieiinne
Outside equity interests in controlled entities .............

Total equity ...

Consolidated Consolidated Bank Bank
2004 2003 2004 2003
ASM ASM ASM ASM
647 311 208 147

8,598 5,155 8,263 4,982
6,891 4,780 6,316 4,327
1,847 2,181 326 228
10,777 9,839 7,077 7.444
6,694 5,309 6,732 5,125
3,531 1,828 1,465 1,184
2,350 2,516 - -
- - 5,954 3,620

138 130 27 26
169 142 101 69
1,945 125 75 106
184 146 93 174

- - 6,264 2,278
43,771 32,462 42,901 29,710
1,935 517 837 230
2,597 2,221 2,597 2,221
5,750 2,381 5,177 2,796
4,215 3,966 4,050 3,930
12,608 10,069 12,320 10,069
5,821 4,718 5,897 4,705
53 18 11 12
4,215 2,665 2,116 2,181
2,291 2,456 - -
- - 6,286 748

6 213 - 208

413 30 - -
74 67 66 63
39,978 29,321 39,457 27,163
960 406 360 406

- 150 - 150
40,938 29,877 40,417 . 27,719
2,833 2,585 2,484 1,991
1,382 1,137 1,382 1,137
391 391 391 391

- - 61 85
1,040 659 650 378
2,813 2,187 2,484 1,991
20 398 - -
2,833 2,484 1,991
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Five year financial summary

The following table sets out a five year financial summary of the MBL Group, as extracted without material
adjustment from the annual audited consolidated financial statements of the MBL Group for the relevant
financial years.

Financial year ended 31st March

2000 2001 2002 2003 2004

Financial performance (A$ million)
Total income from ordinary activities................... 1,186 1,472 1,600 1,890 2,465
Total expenses from ordinary activities................... 885 1,147 1,245 1,430 1,780
Profit from ordinary activities before income tax ... 301 325 355 460 685
INCOME taX EXPENSE ..o.viiiieice e 79 53 76 96 161
Profit from ordinary activities ..., 222 272 279 364 524
Qutside equIty INTErest .......c..cocevvivs e, - (1 - 3 3
Macquarie Income Securities distributions.............. 12 31 29 28 27
Profit from ordinary activities after income tax

attributable to ordinary equity holders ............... 210 242 250 333 494
Financial position (A$ million)
TOtAl @SSEIS it 23,389 27,848 30,234 32,462 43,771
Total labilitiES .vvvv e 22,154 26,510 27,817 29,877 40,938
NET ASSEES oot 1,235 1,338 2,417 2,585 2,833
Risk weighted @ssets ............ccocovviiicceiee v 8,511 9,860 10,651 10,030 13,361
Total loan assets ....coi v 6,518 7,785 9,209 9,839 10,777
Impaired assets (net of provisions) .............c........... 23 31 49 16 61
Share information
Cash dividends per share (cents per share)

INEETIM. oot es 34 41 41 41 52

FING ™ e 52 52 52 52 70

SPECIAN . - - - 50 -

TOtal oo, 86 93 93 143 122
Basic earnings per share (cents per share) ............ 124.33 138.88 132.83 164.84 233.02
Share price at 31st March (A$) ..o 26.40 27.63 33.26 24.70 35.80
Ordinary share capital (million shares)® _............. 171.2 175.9 198.5 2045 215.9
Market capitalisation at 31st March {fully paid

ordinary shares) (A$ million) ............ccooevven, 4,520 4,860 6,602 5,051 7,729
Ratios
Return on average ordinary shareholders’ funds ... 28.1% 27.1% 18.7% 18.7% 22.3%
Payout ratio (excluding special dividend) ................ 70.0% 67.5% 73.6% 56.8% 53.2%
TIEr 1 rati0 oce it e s 14.5% 12.9% 17.8% 19.0% 16.2%
Capital adequacy ratio ... 18.4% 16.0% 19.4% 21.4% 19.9%
Impaired assets as % of loan assets ............ccoeeen. 0.3% 0.4% 0.5% 0.2% 0.6%
Net loan losses as % of loan assets..........cccoccovevinnns 0.1% 0.1% 0.2% 0.0% 0.3%
Assets under management (A$ billion)"*
LISEEA o 4.2 6.9 1.8 18.0 21.5
Unlisted

RELaH] (et 9.6 10.6 1.7 12.4 13.4

WhHOIESAIE oo e 12.5 13.4 17.8 219 27.7
Total ..o 26.3 309 413 52.3 62.6
Notes:
(§3]

The 31st March 2004 final dividend is not included in the 2004 Financial Report in accordance with AASB 1044 ' Provisions, Contingent
Liabilities and Contingent Assets’”. This accounting standard requires that provisions for dividends not be recognised until the dividend
has been declared or publicly recommended by the directors of the Bank.

Number of fully paid ordinary shares at 31st March, excluding options and partly paid shares.
This reflects the closing consolidated total assets of ali the MBL Group’s managed funds.

(2)
(3)
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Description of the Preferred Securities

The Preferred Securities are limited partnership interests in the Issuer. The following description should be read in
conjunction with, and is subject to the terms of, the Limited Partnership Agreement, a copy of which is available
as described under “General information ™.

Description of the Preferred Securities
1.  Definitions
In this Description of the Preferred Securities, except to the extent that the context otherwise requires:

"Accrual Period”” means the relevant period for which a Distribution is to be calculated {(from and including the .
first such day to but excluding the last);

Additional Amounts’’ has the meaning given to that term in paragraph 6;

Agency Agreement’’ means the Agency Agreement dated @ September 2004 (as may be amended or
supplemented from time to time) in relation to the Preferred Securities entered into between, inter alia, the Bank,
the General Partner, the Registrar and the Paying and Transfer Agents;

UAPRA" means the Australian Prudential Regulation Authority in Australia and shall include any successor
organisation or authority having primary supervisory responsibility for the prudential supervision of banks in
Australia;

""ASX'’ means Australian Stock Exchange Limited (ABN 98 008 624 691) or its successor from time to time;
"Australia’”’ means the Commonwealth of Australia;
"'Available Profits’ means as at the Record Date for any payment of a Distribution:

(a) theconsolidated net profit after tax of the consolidated Group for the most recent Reporting Year for which
publicly available financial results for the consolidated Group are available (as disclosed in the publicly available
financial results for the consolidated Group),

less (without double counting):

{b) the aggregate amount of any interest, dividends or distributions paid, decided to be paid or unconditionally
liable to be paid by the Bank or any of its subsidiary undertakings or other entities in the 12 month period up to
the Record Date in relation to:

(i)  any Parity Obligations; or

(i anyordinary shares or other capital instruments or other obligations of the Bank over which the Substituted
Preference Shares rank in priority for participation in profits,

except to the extent to which any such interest, dividends, distributions, directly or indirectly, are beneficially
received or receivable by a member of the Group (in its own corporate capacity);

“Bank’’ means Macquarie Bank Limited;

"Benchmark Gilt"" means, in respect of a Reset Period, such United Kingdom government security having a
maturity date on or about the last day of such Reset Period as the Calculation Agent, with the advice of the
Reference Dealers, may determine to be appropriate;

""Business Day'’ means a day other than a Saturday or Sunday on which commercial banks and foreign exchange
markets settle payments in Pounds Sterling and are open for general business in London, Sydney and New York;

"Calculation Agent’' means Deutsche Bank AG London or any successor calculation agent appointed under the
Agency Agreement;

"'Capital Adequacy Regulations’' means at any time the regulations, requirements, guidelines and policies of
APRA relating to capital adequacy then in effect, in each case as they are applied to the Bank and the Group;

"'Capital Deficiency Event’* shall occur if:

(a) theTotal Capital Ratio or the Tier 1 Capital Ratio, or their then equivalent, of the Bank (on a Level 1 basis) or
of the Group (on a Level 2 basis) does not comply with the Capital Adequacy Regulations; or

(b}  the Directors in their sole discretion notify APRA and the Issuer that they have determined that {a) above is
expected to occur in the near term;
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"CHESS'* means the ASX's Clearing House Electronic Subregister System (or its successor from time to time) for
the settlement of transactions on the ASX;

""Clearstream, Luxembourg’’ means Clearstream Banking, société anonyme, Luxermbourg;

"Convertible Debentures’ means the Pounds Sterling @% Convertible Debentures due 2050 issued by the
Bank, acting through its London branch, on the Issue Date and subscribed by the Issuer using the proceeds of the
issue of the Preferred Securities;

""Corporations Act’’ means the Corporations Act 2001 of Australia;
"Day Count Fraction’ means a fraction calculated on the following basis:

(a)  if the Accrual Period is equal to or shorter than the Distribution Pericd during which it falls, the number of
days in the Accrual Period divided by the product of (x) the number of days in such Distribution Period and (y) two;,
and

{b) if the Accrual Period is longer than one Distribution Period, the sum of:

(i) the number of days in such Accrual Period falling in the Distribution Period in which it begins divided by the
product of (x) the number of days in such Distribution Period and (y) two; and

(i) the number of days in such Accrual Period falling in the next Distribution Period divided by the product of (x)
the number of days in such Distribution Period and (y) two;

"'Directors’’ means some or all of the directors of the Bank acting as a board and includes a duly appointed
committee of the directors of the Bank;

"Distributions’’ means the non-cumulative cash distributions on the Preferred Securities as described in
paragraph 2 and "'Distribution’ has a corresponding meaning;

"Distribution Date’’ means each 15th April and 15th October following the first Distribution Date which shall be
15th April 2005;

"'Distribution Period’* means the period from (and including) the Issue Date to (but excluding) the first
Distribution Date and each period thereafter from (and including) one Distribution Date to (but excluding) the
next following Distribution Date;

“'Distribution Rate’’ means in respect of the Preferred Securities, (i) for each Distribution Period until the First
Optional Redemption Date, @% per annum and, (i) for each Distribution Period thereafter, the sum of the
Margin and the Five Year Benchmark Gilt Rate for such Distribution Pericd;

"‘Early Redemption Date’’ means any date designated for redemption of the Preferred Securities for tax or
regulatory reasons as described under paragraphs 4.3 and 4.4;

"Euroclear’’ means Euroclear Bank S.A./N.V. as operator of the Euroclear System or its successor;
"First Optional Redemption Date’ means 15th April 20@;

"'Five Year Benchmark Gilt Rate’”’ means, in respect of a Reset Period, the gross redemption yield (as calcufated
by the Calculation Agent on the basis set out by the United Kingdom Debt Management Office in the paper
“"Formulae for Calculating Gilt Prices from Yields'” page 4, Section One: Price/Yield Formulae *'Conventional Gilts;
Double-dated and Undated Gilts with Assumed {(or Actual) Redemption on a Quasi-Coupon Date’" (published on
8th June 1998 and updated on 15th January 2002)) on a semi-annual compounding basis {(converted to an
annualised yield and rounded, if necessary, to four decimal places with 0.00005 being rounded upwards) of the
Benchmark Gilt in respect of that Reset Period, with the price of the Benchmark Gilt for this purpose being the
arithmetic average {to four decimal places, rounded as aforesaid) of the bid and offered prices of the Benchmark
Gilt quoted by the Reference Dealers at 3.00 p.m. (London time) on the relevant Reset Determination Dateon a
dealing basis for settlement on the next following London Business Day;

“Former Holder'' has the meaning given to that term in paragraph 5.4;

""General Partner'' means Macquarie Capital Funding (GP) Limited;

“Group’’ means the Bank and its consolidated Subsidiaries;

“"Guarantee’’ means the subordinated guarantee in respect of the Preferred Securities executed by the Bank on

® September 2004 as a deed poll,
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"Holder’’ means, in respect of each Preferred Security, each person registered on the Register as the limited
partner holding such Preferred Security at the relevant time;

"Initial Limited Partner’’ means BT Globenet Nominees Limited;
“Initial Preferential Limited Partner’’ means Macquarie Capital Funding (LP) Pty Ltd.;

“Insolvency Event'’ means any of the following events (except where the event is for the purpose of a solvent
reconstruction or amalgamation of the Bank):

(a) aproceedingis commenced by the Bank for an order that it be dissolved, wound-up or liquidated or for the
appointment of a provisional liquidator or administrator of the Bank;

(b) aproceeding for an order of a kind described in paragraph (a) is commenced by any other person and such
proceeding is not discontinued or dismissed within 30 days of having been served on the Bank;

{c) aliquidator, provisional liguidator or administrater is appointed to the Bank and such appointment is not
revoked or set aside within 30 days of such appointment; or

(d) areceiver or receiver and manager is appeinted to the whole, or substantially the whole of the Bank's
property in the exercise of an Encumbrance and such appointment is not revoked or set aside within 30 days of
appointment and, for this purpose, "Encumbrance’’ means any mortgage, pledge, charge, lien, assignment by
way of security, hypothecation, security interest, title retention, preferential right or trust arrangement and any
other security agreement or security arrangement or any other arrangement having the same effect as any of the
foregoing of whatsoever nature other than liens arising by operation of law;

"Issue Date’' means @ September 2004;

“lssuer’’ means Macquarie Capital Funding L.P., acting through the General Partner;

"'Jersey’’ means the Island of Jersey;

"Law’’ means the Limited Partnerships {Jersey) Law, 1994, as amended or restated from time to time;
"Level 1" and “Level 2" have the same meaning as for the purposes of the Capital Adequacy Regulations;

"Limited Partnership Agreement’’ means the limited partnership agreement dated @ September 2004
between the General Partner, the Initial Limited Partner, the Initial Preferential Limited Partner and the Bank
pursuant to which the Issuer was established, as the same may be amended from time to time;

“Limited Partnerships Registrar’’ means the person appointed as Registrar of Limited Partnerships pursuant to
the Law;

"Liquidation Distribution” in respect of any Preferred Security upon a liquidation, dissolution or winding-up of

the Issuer, means the Nominal Amount together with any accrued but unpaid Distribution from and including the
commencement of the Distribution Period in which the date of the dissolution or winding-up falls (less any interim
Liquidation Distribution that may have been paid);

"London Business Day'' means a day (not being a Saturday or a Sunday) on which banks are open for business in
London;

"Make Whole Redemption Price’’ means in respect of each Preferred Security:
(a)  the Nominal Amountof such Preferred Security; or (if higher)

(b)  theprice, expressed as a percentage (rounded to four decimal places, with 0.00005 being rounded
upwards), at which the gross redemption yield as calculated by the Calculation Agent on the basis set out by the
United Kingdom Debt Management Office in the paper "’ Formulae for Calculating Gilt Prices from Yields' page 4,
Section One: Price/Yield Formulae "' Conventional Gilts, Double-dated and Undated Gilts with Assumed (or
Actual) Redemption on a Quasi-Coupon Date'’ {published on 8th June 1998 and updated on 15th January 2002)
on the Preferred Securities, if they were to be purchased at such price on the third dealing day prior to the date
fixed for redemption, would be equal to the gross redemption yield on such dealing day of the Reference Security
plus 0.25% on the basis of the middle market price of the Reference Security prevailing at 11.00 a.m. (London
time) on such dealing day as determined by the Calculation Agent,

plus, in each case, accrued and unpaid Distributions in respect of the most recent Distribution Period up to the
Early Redemption Date and any Additional Amounts remaining unpaid;

""Margin’’ means @%;
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“"Nominal Amount’’ means £50,000 per Preferred Security;
"Optional Distribution’’ means a Distribution payable in accordance with paragraph 2.10;
"Optional Redemption Date'’ means the First Optional Redemption Date and each fifth anniversary thereafter;

"’Optional Redemption Price” in respect of a Preferred Security means an amount equal to the Nominal
Amount, plus accrued and unpaid Distributions in respect of the most recent Distribution Period up to the Early
Redemption Date and any Additional Amounts remaining unpaid;

"Other Tax Event’’ means any Tax Law Change {other than a Tax Law Change which would resultin a
Withholding Tax Event) occurs, which would result in there being more than an insubstantial risk that any of the
Issuer, the General Partner, the Bank, the Bank’s London branch or any member of the Group which is an obligor
in respect of any Permissible Replacement Assets would be exposed to more than a de minimisincrease in its costs
(including, without limitation, a more than de minimis adverse change in the deductibility of interest payments on
the Convertible Debentures under the tax law applicable to the Bank's London branch through which the
Convertible Debentures are issued) in relation to the Preferred Securities (or the Convertible Debentures or any
Permissible Replacement Assets whilst, in either case, they remain an asset of the Issuer), as a result of any taxes,
duties or other governmental charges. Notwithstanding the foregoing, an Other Tax Event will not occur if the
increase in cost to the Bank is attributable to a restriction or denial of any tax deduction in respect of interest on
the Convertible Debentures in the computation of the profits of the Bank's London branch for United Kingdom
corporation tax purposes by virtue of the application of Section 11AA of the Income and Corporation Taxes Act
1988, or any re-enactment thereof in the same form as is in effect on @ September 2004,

"Parity Obligations'’ means:
(@)  any preference shares issued directly by the Bank before the Issue Date;
(b)  the Substituted Preference Shares, the Convertible Debentures and the Guarantee;

() any preference shares or other capital instruments issued directly by the Bank and ranking, in a Winding-Up
of the Bank, par/ passuwith the Bank’s obligations under either (i) the Substituted Preference Shares, or (ii) the
Convertible Debentures and the Guarantee;

(d) any preference shares or other capital instruments issued by a Subsidiary of the Bank or any other entity and
entitled to the benefit of any guarantee or support agreement from the Bank ranking, in a Winding-Up of the
Bank, pari passuwith the Bank's obligations under the Convertible Debentures and the Guarantee; or

{(e)  any Permissible Replacement Assets or other capital instruments issued by a Subsidiary of the Bank or any
other entity which, at the option of such Subsidiary or the Bank, are convertible or exchangeable into Substituted
Preference Shares (or preference shares or other capital instruments ranking, in a Winding-Up of the Bank, parf
passuwith the Bank's obligations under the Substituted Preference Shares),

{other than the Preferred Securities or any similar capital instruments issued by an entity whose sole or principal
asset consists of any of the above) and which, in any such case, constitute capital instruments capable of being
eligible for inclusion as part of the Tier 1 Capital, or its then equivalent, of the Bank (on a Level 1 basis) or the
Group (on a Level 2 basis);

“Paying and Transfer Agents'' means each of the Principal Paying and Transfer Agent and Deutsche Bank
Luxembourg SA and/or such other entity as is appointed as such by the General Partner on behalf of the Issuer
and notified to the Holders in the manner described in paragraph 10;

""Permissible Replacement Asset’’ means any loan to, or security issued by, any member of the Group which
shall have economic terms (including as to conversion into Preference Shares) equivalent in all material respects to
(or, if not equivalent, not disadvantageous to the holder when compared with) the Convertible Debentures
{(including, without limitation, that the obligations thereunder to make payments of principal, premium and
interest will be equivalent to the corresponding obligations of the Bank under the Convertible Debentures terms
and conditions) and including provisions having analogous effect to the provisions of Condition 8.5 of the
Convertible Debentures terms and conditions;

Condition 8.5 of the Convertible Debentures provides that the Bank can redeem the Convertible Debentures by
delivering Permissible Replacement Assets.

"Permitted Reorganisation’’ means a solvent reconstruction, amalgamation, reorganisation, merger or
consolidation whereby all or substantially all of the business, undertaking and assets of the Bank are transferred
to a successor entity which assumes all the Bank’s obligations under the Guarantee;
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"Preference Shares’' means non-cumulative redeemable perpetual preference shares of the Bank;

"Preferential Limited Partner” means the Initial Preferential Limited Partner or any other holder of the
Preferential Right from time to time;

""Preferential Right’’ means the preferential limited partnership interest in the Issuer held by the Preferential
Limited Partner and entitling it to receive in preference to the rights of the General Partner all amounts received by
the Issuer in excess of those required to make payments of any Distribution (and, if relevant, Additional Amounts)
on any Distribution Date or any Liquidation Distribution or Relevant Proportion thereof (and, if relevant,
Additional Amounts) to Holders in accordance with paragraph 2 or 3 below;

""Preferred Capital Contribution’’ means, in relation to the Preferred Securities, the aggregate contribution to
the assets of the Issuer (being a whole multiple of £50,000) paid in cash to or to the order of the Issuer in respect
of the Preferred Securities;

""Preferred Securities’’ means the Pounds Sterling @% Guaranteed Non-cumulative Step-up Perpetual
Preferred Securities, ranking par/ passu amongst themselves and representing the interest of a Holder in the
Issuer attributable to the Relevant Proportion of the Preferred Capital Contribution (being a whole multiple of
£50,000);

"‘Preferred Securities Substitution’’ has the meaning given in paragraph 5.1;

“Principal Paying and Transfer Agent’’ means Deutsche Bank AG London or such other entity as is appointed
as such by the General Partner on behalf of the Issuer and notified to the Holders in the manner described in
paragraph 10;

""Record Date” in respect of any Distribution Date means the date falling 11 London Business Days before such
Distribution Date; ’

"“Redemption Date'’ means an Early Redemption Date or an Optional Redemption Date, as applicable;

""Reference Dealers’’ means three brokers of U.K. government gilt-edged securities or market makers of U K.
government gilt-edged securities chosen by the Calculation Agent;

""Reference Security’’ means, where redemption pursuant to paragraph 4.3(a) or 4.4 occurs on or before the
First Optional Redemption Date, the @% U K. Treasury Stock due 20@, or if such security is no longer in issue,
such other United Kingdom government security as the Calculation Agent may, with the advice of the Reference
Dealers, determine to be appropriate; or, where redemption occurs after the First Optional Redemption Date,
such United Kingdom government security having a maturity date on or about the last day of the Reset Period in
which such redemption occurs, as the Calculation Agent, with the advice of the Reference Dealers, may determine
to be appropriate, in each case for the purposes of determining the Make Whole Redemption Price;

""Register’’ means the register of Holders maintained outside the United Kingdom by the Registrar on behalf of
the Issuer under the Law;

""Registrar’’ means, in relation to the Preferred Securities, Deutsche Bank Luxembourg S.A. or such other entity
asis appointed as such by the General Partner on behalf of the issuer having its office outside the United Kingdom
and notified to the Holders in the manner described in paragraph 10;

""Regulatory Effect’” means:

(a)  the Convertible Debentures are no longer capital instruments capable of being eligible for inclusion as part
of the Tier 1 Capital (or its then equivalent) of the Bank (on a Level 1 basis); or

(o) if, upon delivery to the General Partner on behalf of the Issuer, any Permissible Replacement Assets were
capital instruments capable of being eligible for inclusion as part of the Tier 1 Capital, or its then equivalent, of the
[ssuer (on a Level 1 basis}, such Permissible Replacement Assets are no longer capital instruments capable of being
so eligible; or

{0 if, upon delivery to the General Partner on behalf of the Issuer, any Permissible Replacement Assets were
capital instruments only capable of being eligible for inclusion as part of the Tier 1 Capital, or its then equivalent of
the Group (on a Level 2 basis), such Permissible Replacement Assets are no longer capital instruments capable of
being so eligible; or

(d) the Preferred Securities are no longer capital instruments capable of being eligible for inclusion as part of
the Tier 1 Capital, or its then equivalent, of the Group (on a Level 2 basis);
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‘Regulatory Event’” means:

() theintreduction of, or an amendment or clarification to or change in (or announcement of a prospective
introduction of, amendment or clarification to or change in) a law or regulation of Australia or any state or
territory thereof or any direction, order, requirement, guideline or statement of APRA which has, or would upon
becoming effective have a Regulatory Effect;

(i) thatthe Bank has received a written statement, notification or advice from APRA of the occurrence of any
act, matter or thing which has, or would upon becoming effective have, a Regulatory Effect; or

(i) the Bank has received an opinion of nationally recognised independent legal counsel in Australia
experienced in these matters to the effect that, as a result of the occurrence on or after @ September 2004 of a
change in law, regulation or prudential statement or a change in interpretation or application of law, regulation
or prudential statement by any legislative body, court, governmental agency or regulatory authority, a Regulatory
Effect has occurred or will occur within 90 days of such opinion;

"Related Entity'’ of an entity, means another entity which is related to the first within the meaning of section 50
of the Corporations Act or is any economic entity (as defined in an applicable approved accounting standard)
which contains the first and "Related Entities” has a corresponding meaning;

“Relevant Proportion’’ means:

(8) inrelation to any partial payment of a Distribution, the amount of Available Profits as of the relevant Record
Date divided by the sum of (i) the total amount originally scheduled to be paid by way of Distribution on the
Preferred Securities on the relevant Distribution Date and (i) the sum of any interest, dividends or other
distributions or payments in respect of other Parity Obligations (excluding the Convertible Debentures and any
Permissible Replacement Asset) due and payable on that Distribution Date, with all such amounts converted
where necessary for the purposes of such calculation by the Bank into Australian dollars by reference to the
relevant exchange rate prevailing (as determined by the Bank) on the relevant Record Date; and

(b) inrelation to any partial payment of any Liquidation Distribution, the total amount available for any such
payment and for making any equivalent distribution on a liguidation, dissolution or winding-up on any Parity
Obligaticns divided by the sum of (i) the full Liquidation Distribution before any reduction or abatement
hereunder and (i) the amount (before any reduction or abatement hereunder) of the full equivalent distribution
on a liquidation, dissolution or winding-up on any Parity Obligations, with all such amounts converted where
necessary for the purposes of such calculation by the Issuer into Australian dollars by reference to the relevant
exchange rate prevailing (as determined by the Bank) on the relevant Record Date;

"Reporting Year'' means each 12 month period ending 31st March or 30th September, or such other period
approved by APRA in circumstances where the Bank has changed its reporting period for its financial results;

"Reset Date’' means the First Optional Redemption Date and each fifth anniversary thereafter;

""Reset Determination Date'’ in relation to any Reset Period means the day that is five London Business Days
prior to the beginning of each Reset Period;

‘"Reset Period’ means each five year period from (and including) a Reset Date to (but excluding) the next
succeeding Reset Date;

“‘Securities Act’’ means the U.S. Securities Act of 1933, as amended;
""Senior Creditors’’ means all creditors (present and future) including depositors of the Bank:
(a)  whose claims are admitted in the Winding-Up of the Bank; and

(b)  who are not the holders of indebtedness, the right to repayment of which by its terms is, or is expressed to
be, subordinated in a Winding-Up of the Bank to the claims of all unsubordinated creditors of the Bank;

‘'Special Representative’’ has the meaning given to that term in paragraph 8;

"Subordinated Indebtedness’’ means any indebtedness (present and future) of the Bank which by its terms is,
oris expressed to be, subordinated in a Winding-Up of the Bank to the claims of its Senior Creditors;

“Subsidiary’’ of any entity means another entity which is a subsidiary of the first within the meaning of Part 1.2
Division 6 of the Corporations Act or is a subsidiary or is otherwise controlled by the first within the meaning of
any applicable approved accounting standard and "'Subsidiaries’”” has a corresponding meaning;

"Substituted Preference Shares’’ has the meaning given to that termin paragraph 5.1;
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""Substitution Date’’ means the date when the Preferred Securities Substitution occurs;
“Tax Law Change’’ means:

(i)  anamendment to, change in or announced proposed change in any laws, or any regulations under those
laws;

(i)  ajudicial decision interpreting, applying or clarifying those laws or regulations;

(i) an administrative pronouncement or action that represents an cfficial position, including a clarification of
an official position, of the governmental authority or regulatory body making the administrative pronouncement
or taking any action; or

(iv) achallenge asserted or threatened in connection with an audit (incfuding a United Kingdom Inland Revenue
self assessment enquiry) of the Bank, its London branch, any member of the Group which is an obligor in respect
of any Permissible Replacement Assets or the Issuer, or a challenge asserted or threatened in writing against any
other taxpayer that has raised capital through the issuance of securities that are substantially similar to the
Convertible Debentures, any Permissible Replacement Assets or the Preferred Securities,

which amendment or change is adopted or which proposed change, decision or pronouncement is announced or
which action or clarification or challenge occurs on or after the issue date of the Convertible Debentures, the
relevant Permissible Replacement Assets or the Preferred Securities, as the case may be;

“Tier 1 Capital’’ means the core capital of the Bank (on a Level 1 basis) or the Group (on a Level 2 basis), as the
case may be, as defined by APRA for the purposes of the Capital Adequacy Regulations;

"Tier 1 Capital Ratio”” means at any time the ratio so prescribed by APRA for the purposes of the Capital
Adeqguacy Regulations;

“"Total Capital Ratio’' means at any time the ratio so prescribed by APRA for the purposes of the Capital
Adequacy Regulations;

"U.K. "' and the ""United Kingdom'’ means the United Kingdom of Great Britain and Northern Ireland;

"Winding-Up'' means any procedure whereby the Bank may be wound up, dissolved, liquidated or cease to exist
as a body corporate whether brought or instigated by a Holder or any other person, but excludes any Winding-Up
which results in there being a successor to the Bank and the obligations under the Convertible Debentures are
assumed by that successor; and

“Withholding Tax Event’’ means that the Bank has received an opinion of competent tax counsel to the effect
that there has been a Tax Law Change and that following the occurrence of such Tax Law Change there is more
than an insubstantial risk that any payment on the Preferred Securities (or the Convertible Debentures or any
Permissible Replacement Assets whilst, in either case, they remain an asset of the Issuer) is, or will be subject to an
amount of withholding or deduction in respect of any relevant tax, for which the Issuer (or the Bank’s London
branch, the Bank or any member of the Group which is an obligor in respect of any Permissible Replacement
Assets, as the case may be) must pay Additional Amounts as provided or referred to in paragraph 6 below {(or
under an equivalent provision in relation to the Convertible Debentures or the refevant Permissible Replacement
Assets), being in any such case amounts which were not, or would not have been, payable as at the issue date of
the Preferred Securities (or the Convertible Debentures or the relevant Permissible Replacement Assets, as the
case may be), provided that for the purposes of this provision, “‘Permissible Replacement Assets’’ shall exclude
any Preference Shares of the Bank.

References herein to statutory or regulatory provisions shall be deemed tc include any modification or
replacement of the same from time to time.

2. Distributions

2.1 Subject as provided by the Law and in paragraph 2.3, Distributions shall accrue from the Issue Date and shall
be payable semi-annually in arrear in equal instalments on each Distribution Date, except that there will be a long
first Distribution with the first Distribution being payable on 15th April 2005. The Distribution payable on the
Distributicn Date falling on 15th April 2005 shall be £ @ per Preferred Security of £50,000 Nominal Amount and
the Distribution payable on each Distribution Date falling thereafter up to and including the First Optional
Redemption Date shall be £ @ per Preferred Security of £50,000 Nominal Amount, in each case subject as
provided in the Law and in paragraph 2.3. The amount of any Distribution payable on a Preferred Security on a
Distribution Date falling after the First Optional Redemption Date shall be calculated by applying the Distribution
Rate for the relevant Distribution Period to the Nominal Amount of such Preferred Security and dividing the
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resufting amount by two. If any Distribution Date is not a Business Day, payment of such amount shall be made on
the succeeding Business Day without interest in respect of such delay.

2.2 Subject to the Law, Distributions in respect of any Distribution Period will be payable at the applicable
Distribution Rate on the Nominal Amount of the Preferred Securities.

The Calculation Agent will at, or as soon as practicable after, each time at which a Distribution Rate to apply
during a Distribution Period is to be determined, determine such Distribution Rate. Each such determination will
be notified to the Issuer, the Registrar, any stock exchange on which the Preferred Securities may be for the time
being listed and the Holders before the commencement of the Distribution Period.

2.3 Distributions will be non-cumulative. The amount of any Distribution payable in respect of any period other
than a whole Distribution Period will be calculated by applying the Distribution Rate for the relevant Distribution
Period to the Nominal Amount of such Preferred Security and multiplying the resulting amount by the Day Count
Fraction. Distributions will be payable out of the Issuer’s own legally available resources on the relevant
Distribution Date. Notwithstanding receipt of any interest due under the Convertible Debentures (or any
Permissible Replacement Asset) or any other resources legally available for distribution by the Issuer, a
Distribution will only be due and payable to the extent the Bank, in its sole discretion, informs the General Partner
in writing no later than the relevant Record Date that such Distribution should be paid. A Distribution will not
however be paid to the extent that:

{(a) theBank does not have profits after tax available for distribution in accordance with the Corporations Act
(as disclosed in the latest publicly available financial results of the Bank) exceeding the amount of such
Distribution on the relevant Record Date or is otherwise precluded from paying a dividend on any class of capital
by the Corporations Act;

(b)  aCapital Deficiency Event has occurred and is continuing, unless APRA has given its prior approval to the
payment of the Distribution;

(¢ theamount of the Distribution exceeds the amount of Available Profits, unless APRA has given its prior
approval to the payment of the Distribution; or

{d)  APRA has otherwise abjected to the payment of the Distribution.

2.4 I, whether by reason of the provisions of paragraph 2.3 or any equivalent article or term of a Parity
Obligation, on any Distribution Date Distributions are not paid in full on the Preferred Securities or interest,
dividends or other distributions or payments are not paid in full on the Preferred Securities and any Parity
Obligations, but the Bank's profits after tax and Available Profits, each as referred to in paragraph 2.3, are
sufficient so as to allow payment of part of any Distribution and none of the other limitations set out in paragraph
2.3 apply, then each Holder will be entitled to receive the Relevant Proportion of any such Distribution provided
that (i) each holder of any Parity Obligation also is entitled to receive the Relevant Proportion of any such payment
of interest, dividends or other distributions or payments, and (i) the Bank, in its sole discretion, has informed the
General Partner in writing no later than the relevant Record Date that the Relevant Proportion of such Distribution
should be paid.

2.5 NoHolder shall have any claim in respect of any Distribution or part thereof not payable as a result of the
limitations set out in paragraph 2.3. Accordingly, notwithstanding the absolute discretion (subject to APRA's
prior approval, if such approval is then required) to pay an Optional Distribution under paragraph 2.10, such
amount will not accumulate for the benefit of the Holders or entitle the Holders to any claim in respect thereof
against the Issuer or the Bank under the Guarantee.

2.6 TheBank will covenant in Clause 10.2 of the Guarantee in favour of Holders that, in the event that for any
Distribution Period, Distributions are not paid in full within five Business Days of the relevant Distribution Date as
aresult of paragraph 2.3, the Bank will not, and the Bank will procure that no Subsidiary of the Bank will:

{a) payanyinterest, dividends or other distributions or payments in respect of Parity Obligations or in respect of
the Bank's ordinary shares or any other security or obligation of the Bank over which Substituted Preference
Shares would rank in priority for participation in profits; or

(b)  (if permitted) effect any redemption, reduction, cancellation or repurchase of Parity Obligations or the
Bank's ordinary shares or any other securities or obligations of the Bank over which Substituted Preference Shares
would rank in priority for participation in profits,

until, in the case of both (a) and (b), an Optional Distribution as described in paragraph 2.10 is paid or until after
the second consecutive following Distribution Date on which a Distribution in respect of the Preferred Securities is
paid in full.
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These restricticns do not apply to:
(i) repurchases, redemptions or other acquisitions of shares in the capital of the Bank in connection with:

(a) anyemployment contract, employee equity plan, other benefit plan or other similar arrangement with or
for the benefit of any one or more employees, officers, directors or consultants of the Bank or any entity
controlled by the Bank; or

{b) adividend plan or shareholder share purchase plan; or

(0 theissuance of shares in the capital of the Bank, or securities convertible into or exercisable for such shares,
as consideration in an acquisition transaction entered into prior to that occurrence; or

(i) anexchange, redemption or conversion of any class or series of the Bank's shares or any shares of a
subsidiary of the Bank for any other class or series of the Bank’s shares, or an exchange, redemption or conversion
of any class or series of the Bank’s indebtedness for any class or series of the Bank's shares; or

(i)  the purchase of fractional interests in shares in the capital of the Bank under the conversion or exchange
provisions of the shares or the security being converted or exchanged; or

{(iv) anypayment or declaration of a dividend in connection with any shareholder’s rights plan, or the issuance
of rights, shares or other property under any shareholder’s rights plan, or the redemption or repurchase of rights
pursuant to the plan; or .

{(v)  anydividend in the form of shares, warrants, options or other rights where the dividend shares or the shares
issuable upon exercise of such warrants, options or other rights are the same class or series of shares as those on
which the dividend is being paid or rank equal or junior to those shares.

Nothing in these conditions prohibits the Bank or an entity it controls from purchasing the Bank's shares in
connection with transactions for the account of customers of the Bank or customers of entities which the Bank
controls or in connection with the distribution or trading of the Bank’s shares in the ordinary course of business.

For the purposes of this paragraph 2.6, “control’” has the meaning given in the Corporations Act.

2.7 Intheeventthat, as aresult of any limitation set out in paragraph 2.3, any Distribution is not to be paid in
full, the Bank will notify or procure notification to any stock exchange on which the Preferred Securities may be
for the time being listed, the General Partner, the Registrar and the Paying and Transfer Agents, and to Holders in
accordance with paragraph 10, of the fact and of the amount, if any, to be paid in respect of that Distribution.

2.8 Save as dascribed above, Holders will have no right to participate in the profits of the Issuer or the Bank and,
in particular, will have no rights to receive from the Issuer amounts paid under the Convertible Debentures (or
Permissible Replacement Assets) in excess of Distributions due and payable under the Preferred Securities. In the
event that any amounts paid in respect of the Convertible Debentures (or Permissible Replacement Assets) exceed
the amount (if any) then due by way of Distribution under the Preferred Securities, the amount of such excess will
be paid to the holder of the Preferential Right and Holders will have no rights in respect thereof.

2.9 The liability of a Holder to contribute to the debts or obligations of the Issuer (if any) shall not (subject to the
Law) exceed the amount of that Holder's Preferred Capital Contribution.

2.10 Subject to the Law and to the pricr approval of APRA (if such approval is then required), the General Partner
may at any time pay an Optional Distribution to the Holders otherwise in accordance with paragraph 7. The
amount of the relevant Optional Distribution will be equal to the aggregate amount of the Distributions (or part
thereof) which were not paid pursuant to paragraph 2.3 on the two immediately preceding Distribution Dates.
The General Partner shall give notice of its intention to pay an Optional Distribution to the Registrar, the Paying
and Transfer Agents, any stock exchange on which the Preferred Securities may be for the time being listed and
the Holders in accordance with paragraph 10 as soon as practicable before the date of payment of the Optional
Distribution. Upon payment in full of an Optional Distribution, the undertaking in paragraph 2.6 shall no longer

apply.

3. Liquidation Distributions

3.1 Intheevent of the commencement of any liquidation, dissolution or winding-up of the Issuer before any
redemption of the Preferred Securities or any substitution of the Preferred Securities by Substituted Preference
Shares under paragraph 5, the Holders at that time will be entitled to receive the Liquidation Distribution, in
respect of each Preferred Security held, out of the assets of the Issuer available for distribution to such Holders
under the Law.
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3.2 Suchentitlement will arise:

(a)  before any distribution of assets is made to the General Partner or to the holder of the Preferential Right;
and

(b)  atthe same time as the entitlement of the holders of all other preferred securities (if any) issued by the
Issuer which rank pari passu with the Preferred Securities; but

() after the claims of all other creditors of the Issuer and holders of obligations (if any) of the Issuer which rank
neither pari passuwith, nor subordinated to, the Preferred Securities.

3.3 Notwithstanding the availability of sufficient assets of the Issuer to pay the Liquidation Distribution, if, at
the time the Liquidation Distribution is to be paid, proceedings have been commenced for the Winding-Up of the
Bank other than pursuant to a Permitted Reorganisation, the Liquidation Distribution paid to Holders shall not
exceed the amount per security that would have been paid as a liquidation distribution out of the assets of the
Bank had the Preferred Securities been directly issued preference shares issued by the Bank with equivalent rights
of participation in the capital of the Bank (whether or not the Bank could in fact have issued such securities) and
ranked:

{a)  junior to Senior Creditors;
(b)  pari passuwith the most senior preference shares of the Bank; and
(c)  senior to the holders of the Bank's ordinary shares.

3.4 |If the Liquidation Distribution and any other such liquidation distributions cannot be made in full by reason
of the limitation described in paragraph 3.3 or any equivalent article or term of a Parity Obligation, but there are
funds available for payment so as to allow payment of part of the Liquidation Distribution then each Holder will be
entitled to receive the Relevant Proportion of the Liquidation Distribution. After payment of the Liquidation
Distribution, or the Relevant Proportion thereof, if applicable, Holders will have no right or claim to any of the
remaining assets of the [ssuer or against the Bank under the Guarantee and the holder of the Preferential Right
shall be entitled to receive any remaining assets of the Issuer.

3.5 Intheeventthat proceedings are commenced for the Winding-Up of the Bank other than pursuantto a
Permitted Reorganisation, the General Partner shall file a statement of dissolution of the Issuer with the Limited
Partnerships Registrar and the amount to which Holders shall be entitled as a Liquidation Distribution will be as
setoutin paragraphs 3.1t0 3.4,

3.6 Subjectto paragraph 3.5, unless APRA has given its approval, (if such approval is then required), and the
aggregate of the Available Profits as at the date of such dissolution or winding-up of the Issuer is at least equal to
the aggregate Liquidation Distribution, the General Partner will not permit, or take any action that would or
might cause, the dissolution or winding-up of the Issuer.

3.7 Notwithstanding the foregoing restriction imposed on the General Partner, if for any other reason the
Issuer is dissolved or wound up in circumstances where proceedings have not been commenced for the Winding-
Up of the Bank, the Liquidation Distribution shall only be payable up to an amount equal to Available Profits. No
Holder shall have any claim (whether against the Issuer or under the Guarantee) in respect of any Liquidation
Distribution or part thereof not paid when it would, but for the operation of this paragraph 3.7, otherwise have
become due.

4. Redemption and Purchase

4.1 The Preferred Securities have no fixed final redemption date and Holders have no rights at any time to call
for the redemption of the Preferred Securities.

4.2 The Preferred Securities may be redeemed, in whole but not in part, at the option of the General Partner,
subject to the prior approval of APRA (if such approval is then required) and to the Law, on any Optional
Redemption Date upon not less than 30 nor more than 60 days’ notice to the Holders specifying the Optional
Redemption Date (which notice shall be irrevocable) at the Optional Redemption Price. Upon the expiry of such
notice, the Preferred Securities shall be redeemed by payment of the Optional Redemption Price to the Holders.

4.3 Ifatanytime a Withholding Tax Event or an Other Tax Event has occurred and is continuing, subject as
provided below (and whether or not the Issuer has previously made payment of any Additional Amounts) then the
Preferred Securities may be redeemed, in whole but not in part, at the option of the General Partner, subject to
the pricr approval of APRA (if such approval is then required), paragraph 4.5 and to the Law, at any time upon not
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less than 30 nor more than 60 days’ notice to the Holders specifying the Early Redemption Date (which notice
shall be irrevocable).

Where a notice of redemption has been given in accordance with this paragraph 4.3, the General Partner shall
also notify the Holders of the redemption price as soon as reasonably practicable after it has been determined
(and in any event not later than the second Business Day before the Early Redemption Date).

The price payable on such redemption in respect of each Preferred Security shall be an amount equal to:
{a) inthe case of a Withholding Tax Event, the Optional Redemption Price; and
(b) inthe case of an Other Tax Event, the Make Whole Redemption Price,

Prior to the publication of any notice of redemption pursuant to the foregoing, the General Partner shall deliver to
the Registrar a certificate signed by two directors of the Bank stating that the Issuer is entitled to effect such
redemption and an opinion of counsel to the Bank experienced in such matters to the effect that a Withholding
Tax Event or an Other Tax Event, as the case may be, has occurred and is continuing {(and specifying which is
applicable). The delivery of such opinion shall constitute conclusive evidence of the occurrence of a “"Withholding
Tax Event’’ or "Other Tax Event’’, as the case may be, for all purposes of the Limited Partnership Agreement and
the Preferred Securities. Upon the expiry of such notice, the Preferred Securities shall be redeemed by the
payment of the relevant redemption price to the Holders.

4.4 If atany time a Regulatory Event has occurred and is continuing, subject as provided below (and whether or
not the Issuer has made a Distribution since the occurrence of the relevant Regulatory Event), then the Preferred
Securities may be redeemed, in whole but not in part, at the option of the General Partner, subject to the prior
approval of APRA (if such approval is then required), paragraph 4.5 and to the Law, at any time upon not less than
30 nor more than 60 days’ notice to the Holders specifying the Early Redemption Date (which notice shall be
irrevocable).

Where a notice of redemption has been given in accordance with this paragraph 4.4, the General Partner shall
also notify the Holders of the redemption price as soon as reasonably practicable after it has been determined
(and in any event not later than the second Business Day before the Early Redemption Date).

The price payable on such redemption in respect of each Preferred Security shall be an amount equal to the Make
Whole Redemption Price.

Prior to the publication of any notice of redemption pursuant to the foregoing, the General Partner shall deliver to
the Registrar a certificate signed by two directors of the Bank stating that the Issuer is entitled to effect such
redemption and an opinion of counsel to the Bank experienced in such matters to the effect that a Regulatory
Event has occurred and is continuing. The delivery of such opinion shall constitute conclusive evidence of the
occurrence of a "Regulatory Event’” for all purposes of the Limited Partnership Agreement and the Preferred
Securities. Upon the expiry of such notice, the Preferred Securities shall be redeemed by the payment of the
relevant redemption price to the Holders.

4.5 Theright of the Issuer to redeem the Preferred Securities due to a Withholding Tax Event, Other Tax Event or
Regulatory Event pursuant to paragraphs 4.3 and 4.4 is subject to the condition that, if at the time there is
available to the Issuer (acting through the General Partner), or the Bank, the opportunity to eliminate the
Withholding Tax Event, Other Tax Event or Regulatory Event by taking some ministerial action, such as filing a
form or making an election, or pursuing some other similar reasonable measure that, in each case, in the absolute
discretion of the Bank, will not have any adverse effect on the Bank, the Issuer, any of the Bank’s Subsidiaries or
the Holders and will not involve any material cost to, or the assumption of any material risk or liability by, the
Bank, the Issuer or any of the Bank’s Subsidiaries all as determined in the absolute discretion of the Bank, the Bank
will take, or will procure that the Issuer (acting through the General Partner) will take, that measure in lieu of
redemption.

4.6 Under APRA requirements at the date hereof, the Issuer may not redeem, and neither the Issuer nor the
Bank nor any of its Related Entities may purchase, any Preferred Securities unless APRA gives its prior approval,
and APRA may impose conditions on any such redemption or purchase. These requirements and restrictions do
not affect the ability of the Bank or its Related Entities to engage in market-making activities in relation to the
Preferred Securities.

4.7 Once anotice to redeem the Preferred Securities has been given under any of paragraphs 4.2, 4.3 or 4.4, no
similar notice may be given under either of the other paragraphs. If at any time the Preferred Securities may be
redeemed under more than one such paragraph, the General Partner may elect under which paragraph the notice
of redemption is to be given.
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5. Substitution by Substituted Preference Shares

5.1 Ifeither(a) a Capital Deficiency Event or (b) an Insclvency Event has occurred and is continuing and, in the
case of a Capital Deficiency Event, APRA requests substitution, the Issuer shall cause the substitution (the
“Preferred Securities Substitution’’) for the Preferred Securities of fully-paid non-cumulative redeemable
perpetual preference shares issued directly by the Bank having economic terms set out in Schedule 4 to the
Limited Partnership Agreement (the “‘Substituted Preference Shares’’).

5.2 No Substitution will take place and the Holders will continue to hold their Preferred Securities and all their
rights thereunder if prior to the Substitution Date a Winding-Up of the Bank occurs.

5.3 TheBank has undertaken in the Guarantee to take all reascnable steps to procure that, following any
Preferred Securities Substitution, the Substituted Preference Shares will be freely transferable and quoted on the
ASX. If, at the relevant time, the Substituted Preference Shares are quoted on the ASX, the issue or transfer of the
Substituted Preference Shares will be settled through CHESS. The Bank has further undertaken in the Guarantee
to pay any taxes or capital duties or stamp duties payable arising as a result of the Preferred Securities
Substitution.

5.4 Assoon as practicable after the occurrence of a Capital Deficiency Event (and APRA having requested
substitution) or an Insclvency Event, as the case may be, the Bank will give written notice to the Holders enclosing
a substitution confirmation which each Holder will be required to complete. To receive Substituted Preference
Shares, each Holder must deliver to the Principal Paying and Transfer Agent the duly completed substitution
confirmation together with the certificate representing its holding of Preferred Securities. Any such Preferred
Securities Substitution shall be effected subject in each case to any applicable fiscal laws or other laws or
regulations.

Following such substitution, the allotted Substituted Preference Shares will rank for any dividend from the
immediately preceding Distribution Date or, if none, the Issue Date and the Holder will no longer be a limited
partner and will have no entitlement to any accrued Distribution or any other payment on, or right in respect of,
the Preferred Securities.

On allotment in full of each Substituted Preference Share and the removal of such Holder (2 “Former Holder'’)
from the Register, all rights of the Former Holder to participate in the assets of the Issuer or to be returned any
amount in respect of the Preferred Securities (including the Preferred Capital Contribution made by or on behalf
of the Former Holder) will be extinguished and each Former Holder shall thereupon cease to be a limited partner
of the Issuer,

If Substituted Preference Shares are required to be issued, Holders will continue to be entitled to receive
Distributions and/or a Liquidation Distribution in respect of the Preferred Securities until such time as notice is
given by the Bank in accordance with paragraph 10 that Substituted Preference Shares are available for
substitution and that the Former Holder has been registered as a holder of the Substituted Preference Shares.
Thereafter the Former Holders will have no further rights, title or interest in or to their Preferred Securities.

Upon an involuntary dissolution of the Issuer occurring after the occurrence of a Capital Deficiency Event or an
Insolvency Event but prior to the Preferred Securities Substitution being effected, Holders will have no further
rights, title or interest in or to Preferred Securities, except the right to have their respective Preferred Securities
substituted in the manner described above.

6. Additional Amounts

All payments in respect of the Preferred Securities by the Issuer will be made without withholding or deduction
for, or on account of, any present or future taxes, duties, assessments of governmental charges of whatsoever
nature imposed or levied by or on behalf of the United Kingdom, Australia or lersey or any political subdivision
thereof or any authority therein or thereof having power to tax ("'Taxes’') uniess the withholding or deduction of
such taxis required by law. In the event of such withholding or deduction, each Holder will, if permitted by APRA
at the time, be entitled to receive, as a further Distribution, such additional amounts ("’ Additional Amounts’’) as
may be necessary in order that the net amounts received by the Holders after such withholding or deduction shall
equal the amounts which would have been receivable in respect of the Preferred Securities in the absence of such
withholding or deduction; except that no such Additional Amounts will be payable in relation to any payment in
respect of any Preferred Security:

{a)  to, or to a third party on behalf of, a Holder who is liable to such Taxes in respect of such Preferred Security
by reason of his having some connection with the United Kingdom, Australia or Jersey by which such tax duty or
charge has been imposed other than the mere holding of such Preferred Security; or
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(b) to, or toathird party on behalf of, a Holder who could lawfully avoid (but has not sc avoided) such
deduction or withholding by complying or procuring that any third party complies with any statutory
requirements or by making or procuring that any third party makes a declaration of non-residence or other similar
claim for exemption to any tax authority in the place where the Preferred Security is presented for payment; or

(c)  presented for payment, where such withholding or deduction isimposed on a payment to or on behalf of an
individual and is required to be made pursuant to European Council Directive 2003/48 EC or any other European
Union Directive on the taxation of savings implementing the conclusions of the ECOFIN Council meeting of
26th-27th November 2000 or any law implementing or complying with, or introduced in order to conform to,
such Directive; or :

(d) presented for payment by or on behalf of a Holder who would have been able to avoid such withholding or
deduction by presenting the relevant Preferred Security to another Paying and Transfer Agent in a Member State
of the European Union; or

(e) presented for payment more than 30 days after the relevant date of the payment in question in respect of
the Preferred Securities except to the extent that the Holder thereof would have been entitled to such Additional
Amounts on presenting the same for payment on the last day of such period of 30 days,

provided that the Issuer’s obligation to make any such payments of Additional Amounts is subject to the Law and
to the limitations provided in paragraph 2.3.

7. Payments

7.1 Distributions will be payable subject to the Law on the relevant Distribution Date (or, where any Distribution
Date is not a Business Day, on the next Business Day immediately following the Distribution Date, without interest
in respect of such delay) to the Holders appearing in the Register on the relevant Record Date.

7.2 If the General Partner gives a notice of redemption pursuant to paragraph 4.2, 4.3 or 4.4 in respect of the
Preferred Securities, then, on the Early Redemption Date, the General Partner shall procure that the Optional
Redemption Price or the Make Whole Redemption Price, as the case may be, will be paid by the Registrar or by the
Paying and Transfer Agents on behalf of the Issuer to the Holders.

Upon such payment, all rights of Holders to participate in the assets of the Issuer or to be returned any amount in
respect of the Preferred Securities (including the Preferred Capital Contribution made by or on behalf of the
Holders) will be extinguished and each Holder shall thereupon cease to be a limited partner of the issuer provided
its holding of Preferred Securities is redeemed in accordance with the foregoing and the Preferred Capital
Contribution will, on payment of the Optional Redemption Price or the Make Whole Redemption Price, as the case
may be, be deemed repaid.

7.3 Subject to all applicable fiscal or other laws and regulations:

7.3.1 each paymentin respect of Distributions will be made by Pounds Sterling cheque and mailed on the
relevant Distribution Date to the Holder of record at such Holder's address as it appears on the Register on the
Relevant Record Date for the Preferred Securities; and

7.3.2 any payment of amounts in respect of the Optional Redemption Price or the Make Whole Redemption Price
or the Liquidation Distribution {or relevant proportion thereof) in respect of any Preferred Security will be made by
Pounds Sterling cheque drawn on a bank in London against presentation and surrender of the relevant certificate
of entitlement at the office of the Registrar or any Paying and Transfer Agent,

provided, however, that a Holder may receive such payment by direct transfer to a Pounds Sterling account
maintained by the Holder with a bank in London or Luxembourg arranged by a Paying and Transfer Agent if
appropriate direct transfer instructions have been received by the Registrar in sufficient time prior to the relevant
date of payment. Holders will not be entitled to any interest or other payment for any delay after the due date in
receiving the amount due if the due date is not a Business Day, if the Holder is late in surrendering certificates (if
required to do so) or if a cheque mailed in accordance with this paragraph arrives after the due date for payment.

In the event that payment of the Optional Redemption Price or the Make Whole Redemption Price is improperly
withheld or refused and not paid by the issuer, Distributions on such Preferred Security, subject as described in
paragraph 2.3, will continue to accrue, on a day by day basis compounding annually, from the Early Redemption
Date to the date of actual payment of the Optional Redemption Price or the Make Whole Redemption Price, as the
case may be.

7.4 Thelssuer (acting through the General Partner) will, and the Bank has undertaken in the Guarantee that it
will procure that the Issuer (acting through the General Partner) will, maintain at all times whilst the Preferred
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Securities are in issue (a) a Paying and Transfer Agent outside the European Union and Jersey, and/or in a Member
State of the European Union, that will not be obliged to withhold or deduct for or on account of tax pursuant to
Council Directive 2003/48/EC of 3rd June 2003 on the taxation of savings income in the form of interest
payments or any European Union Directive otherwise implementing the conclusions of the ECOFIN Council
meeting of 26th and 27th November 2000 or any law implementing or complying with, or introduced in order to
conform to, any such Directive, (b) for so long as the Preferred Securities are listed on the Luxembourg Stock
Exchange, a Paying and Transfer Agent in Luxembourg, and (c) a Registrar having its office outside the United
Kingdom.

8. Voting Rights

8.1 Exceptasdescribed below and provided for in the Law, Holders will not be entitled to receive notice of or
attend or vote at any meeting of partners of the Issuer or participate in the management of the Issuer.

8.2 !ffor any two consecutive Distribution Periods:

8.2.1 Distributions and any Additional Amaounts thereon have not been paid in full on the Preferred Securities by
the Issuer; and

8.2.2 the Bank breaches its payment obligations under the Guarantee in respect of such Distributions and any
Additional Amounts thereon,

and no Optional Distribution as described in paragraph 2.10 has been paid in respect of such Distribution Periods,
then the Holders together with the holders of any other preferred securities of the Issuer having the right to vote
for the election of a special representative (the ""Special Representative’) in such event, acting as a single class
without regard to class, will be entitled to appoint a Special Representative, by written notice to the Issuer given
by the holders of a simple majority by outstanding nominal amount of such Preferred Securities and any other
preferred securities having the said right or by resclution passed by the holders of a simple majority by
outstanding nominal amount of such Preferred Securities and any other such preferred securities present in
person or by proxy at a separate general meeting of such holders convened for the purpose. The Special
Representative shall be authorised to represent the Holders to enforce their statutory rights as limited partners
including the provision of information on the affairs of the Issuer; however, it has no rights in addition to those
held by Holders. The Special Representative shall not, by virtue only of acting in such capacity, be admitted or
authorised to act as a general partner in relation to the Issuer or be admitted as a Holder or otherwise be deemed
to be a general partner or a Holder in the Issuer and shall have no liability for the debts, obligations or liabilities of
the Issuer or for any unpaid contribution of a partner in its capacity as Special Representative.

Not later than 30 days after such entitlement arises, if the written notice of the Holders of outstanding Preferred
Securities and the holders of any other preferred securities of the Issuer having the right to vote for the election of
a Special Representative in the circumstances described in the preceding paragraph has not been given as
provided for in the preceding paragraph, the General Partner will convene a separate general meeting for the
purpose. if the General Partner fails to convene such meeting within such 30-day period, the Holders of 10% by
outstanding nominal amount of the Preferred Securities and such other preferred securities will be entitled to
convene such a meeting for the purpose. The Limited Partnership Agreement contains provisions concerning the
convening and conduct of meetings of Holders. Any Special Representative so appointed shall, subject to the
terms of such other preferred securities, vacate office if, after its appointment, a full Distribution is made by the
Issuer or by the Bank under the Guarantee for two consecutive Distribution Periods or an amount equivalent to
the Distributions to be paid in respect of two consecutive Distribution Periods has otherwise been paid to the
Holders.

8.3 The consent in writing of the Holders holding or representing more than 50% by Nominal Amount of the
outstanding Preferred Securities or the sanction of a resolution of the Holders shall be required in order to give
effect to any variation or abrogation of the rights, preferences and privileges of the Preferred Securities by way of
amendment of the Limited Partnership Agreement or otherwise. Such a resolution shall be duly passed if passed
by Holders present in person or by proxy and holding or representing more than 50% by Nominal Amount of the
outstanding Preferred Securities held or represented by Holders present in person or by proxy at a separate
meeting of the Holders at which the quorum shall be one or more Holders holding at least one-third in Nominal
Amount of the issued Preferred Securities. No such sanction shall be required if the change is solely of a formal,
minor or technical nature or is to correct a manifest or proven error or cure an ambiguity, provided that the
change does not reduce the amounts payable to Holders, impose any obligation on the Holders or adversely affect
their voting rights or the change relates to the selection of a Permissible Replacement Asset.
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8.4 Notwithstanding the foregoing, no vote of the Holders will be required for the redemption, cancellation or
substitution of the Preferred Securities in accordance with the Limited Partnership Agreement.

8.5 Notwithstanding the foregoing, provided the two most recent Distributions have been paid in full by the
Issuer (or the Bank pursuant to the Guarantee), the General Partner may, without the consent or sanction of the
Holders, take such action as is required in order to amend the Limited Partnership Agreement to allow an increase
in the level of the Preferred Capital Contributions and the corresponding number of Preferred Securities.

Thereafter, the Issuer may, provided that the circumstances for non-payment of Distributions in paragraph 2.3
are not subsisting, without the consent of the Holders issue any such further securities having the same terms and
conditions as the Preferred Securities in all respects (or in all respects except for the first payment of Distributions
on them) and so that such further issue shall be consclidated and form a single series with the Preferred
Securities. References herein to the Preferred Securities include {unless the context otherwise requires) any other
securities issued pursuant to this paragraph and forming a single series with the Preferred Securities.

8.6 Subject to the Law, the Issuer may not be dissolved by the General Partner whilst any Preferred Security is in
issue, unless Holders have consented to such action in accordance with paragraph 8.3 and the General Partner
has approved such action. Such approval shall not be required if the dissolution of the Issuer is proposed or
initiated because of the liquidation, dissolution or winding-up of the Bank. The Bank has undertaken in the
Guarantee that if proceedings are taken to wind up the General Partner at any time whilst any Preferred Security
remains in issue, the Bank will immediately appoint another entity which shall be a wholly owned Subsidiary of the
Bank to act as the general partner.

8.7 Any Preferred Security, and any preferred security of a type referred to in paragraph 8.2, thatis at any time
owned by the Bank, or any entity of which the Bank, either directly or indirectly, owns 20% or more of the voting
shares or similar ownership interests, shall not carry a right to vote in a meeting of Holders or at any meeting
called to vote for the election of a Special Representative pursuant to paragraph 8.2 and shall, for vating
purposes, be treated as if it were notin issue other than in the case of the approval required by paragraph 8.6.

8.8 The General Partner will cause a notice of any meeting at which Holders are entitled to vote and any voting
forms to be mailed to each Holder. Each such notice will include a statement setting forth (a) the date, time and
place of such meeting, (b) a description of any resolution to be proposed for adoption at such meeting on which
such Holders are entitled to vote and {(c) instructions for the delivery of proxies.

9. Covenants of the General Partner; no indebtedness in name of Issuer; Permissible
Replacement Assets

9.1 The General Partner has undertaken not to incur any indebtedness in the name of the Issuer other than
costs and expenses incidental to creating the Preferred Securities (which may include fees and commissions
payable in respect of the issue, subscription and sale of the Preferred Securities) and the Issuer, performing its
obligations in respect of the Limited Partnership Agreement, maintaining the listing of the Preferred Securities,
the Register, the Registrar and Paying and Transfer Agents in respect of the Preferred Securities, its holding of the
Convertible Debentures or any Permissible Replacement Asset and the maintenance of a custodian thereof, the
exercise of the Issuer’s rights in respect of the Convertible Debentures and the administration of the Issuer.

9.2 The General Partner has undertaken that if the Convertible Debentures have not been converted into
preference shares but are redeemed or sold or otherwise transferred by the General Partner while the Preferred
Securities remain outstanding and are not subject to a notice of redemption, it will invest the proceeds of
redemption or the consideration of such sale or transfer of the Convertible Debentures in any Permissible
Replacement Asset. The General Partner shall ensure that the terms of such Permissible Replacement Asset or the
redemption, sale or transfer of the Convertible Debentures and the investment of the proceeds in Permissible
Replacement Assets shall not (a) cause or give rise to any right to cause the redemption of the Preferred Securities
pursuant to paragraphs 4.3 or 4.4 or (b) otherwise, in the opinion of the Bank, adversely affect the interests of
Holders of the Preferred Securities. Upon replacement of the Convertible Debentures by any Permissible
Replacement Asset, reference in these terms and conditions and in the Limited Partnership Agreement to the
""Convertible Debentures’* shall be to such Permissible Replacement Asset.

10. Notices

All notices to the Holders will be delivered or mailed to the Holders of record at their respective addresses in the
Register and shall be deemed to have been given on the weekday (being a day other than a Saturday or a Sunday)
after the date of mailing provided however, that, so long as the Preferred Securities are listed on the Luxembourg
Stock Exchange {and the rules of that exchange so require), notices will also be published in a leading newspaper
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having general circulation in Luxembourg (which is expected to be the Luxemburger Wort). Any such notice shall
be deemed to have been given on the date of such publication or, if published more than once or on different
dates, on the first date on which such publication is made.

11. Transfers and Form
11.1 The Preferred Securities will be issued in registered form.

11.2 The Preferred Securities will be represented by a permanent global certificate in fully registered form (the
""Global Certificate’') and will be registered in the name of a nominee of, and deposited with a common
depositary for, Clearstream, Luxembourg and Euroclear.

11.3 Exceptinthe limited circumstances described below, owners of interests in the Preferred Securities
represented by a Global Certificate will not be entitled to receive physical delivery of definitive certificates. The
Preferred Securities and certificates are not issuable in bearer form.

11.4 1f:

{a)  either of Euroclear or Clearstream, Luxembourg is closed for business for a continuous period of 14 days or
more (other than for purposes of a public holiday) or announces an intention permanently to cease business or
doesin factdo so; or

{b) asaresultof achangein law, transfer duties or similar taxes become payable on transfers of the Preferred
Securities in Euroclear and/or Clearstream, Luxembourg,

the number of Preferred Securities corresponding to the book entry interest in the Preferred Securities
represented by the Global Certificate held by the Common Depositary will, subject to such reasonable
requirements as the General Partner may require, be transferred to each Holder whose name is notified by the
Common Depositary to the Registrar. Upon receipt of such notice from Euroclear and/or Clearstream,
Luxembourg, the General Partner and the Registrar will each use its best efforts to make arrangements with
Euroclear and Clearstream, Luxembourg for the exchange of the Global Certificate for individual definitive
certificates and cause the requested individual definitive certificates to be executed and delivered to the Registrar
in sufficient quantities and authenticated by the Registrar for delivery to holders of Preferred Securities. Persons
exchanging interests in the Global Certificate for individual definitive certificates will be required to provide the
Registrar with written instructions and other information required by the General Partner and the Registrar to
complete, execute and deliver such individual definitive certificates and to make appropriate entries in the
Register in respect of the Preferred Securities. In all cases, definitive certificates delivered in exchange for a Global
Certificate or an interest in the Preferred Securities represented thereby will be registered in the names, and
issued in any approved denominations, requested by Euroclear and Clearstream, Luxembourg.

11.5 If definitive certificates are made available in respect of Preferred Securities they will be available from the
Registrar and from any Paying and Transfer Agent at its specified offices, and will be posted to the relevant
Holders at the address shown in the Register or, as applicable, in the relevant instrument of transfer within three
Business Days of issue, by uninsured post at the risk of such Holders. Transfers of Preferred Securities if
represented by definitive certificates may be effected by presentation of the relevant certificate (with the transfer
certificate relating thereto duly completed on behalf of the transferor and the transferee) at the specified office of
the Registrar or any Paying and Transfer Agent. Where a Holder transfers only some of the Preferred Securities
represented by any such certificate he shall be entitled to a certificate for the balance without charge. Holders will
not be required to bear the costs and expenses of effecting any registration of transfer as provided above, except
for any costs or expenses of delivery other than by regular uninsured mail and except that the Issuer may require
the payment of a sum sufficient to cover any stamp duty, tax or other governmental charge that may be imposed
in relation to the registration.

12. Replacement Certificates

If a certificate is damaged or defaced or alleged to have been lost, stolen or destroyed, a new certificate
representing the same Preferred Securities may be issued on payment of such fee and on such terms (if any) as to
evidence and indemnity and the payment of out-of-pocket expenses as the General Partner may think fit and on
payment of the costs of the General Partner incidental to its investigation of the evidence and, if damaged or
defaced, on surrendering the old certificate at the specified office of the Principal Paying and Transfer Agent.
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13. Prescription

Claims against the Issuer for any unclaimed Distributions, Optional Redemption Price, Make Whole Redemption
Price and Liquidation Distribution will be prescribed in accordance with Jersey law unless made within ten years
from the date on which such payment becomes due, or if later, the date on which the Issuer makes such payment
available to the Holders.

14. Governing Law

The Preferred Securities and the Limited Partnership Agreement shall be governed by, and construed in
accordance with, Jersey law, save that paragraph 2.6 shall be governed by, and construed in accordance with, the
laws of New South Wales, Australia and the determination of the amount of *'Available Profits'' at any time will be
made in accordance with the laws of New South Wales, Australia. The Guarantee shall be governed by, and
construed in accordance with, English law, except Clause 3 and Clause 10.2 thereof which shall be governed by,
and construed in accordance with the laws of New South Wales, Australia. The Bank has, in the Guarantee,
irrevocably submitted to the non-exclusive courts of England to settle any disputes arising out of the Guarantee.
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Summary of Provisions Relating to the Preferred Securities
in Global Form

‘Initial Issue of Preferred Securities

The Preferred Securities will be issued in registered form and will be initially represented by interests in a Global
Certificate which will be registered in the name of a nominee of, and deposited with a common depositary for,
Euroclear and Clearstream, Luxembourg on the Issue Date. Upon the registration of Preferred Securities in the
name of a nominee of Euroclear and Clearstream, Luxembourg and delivery of the Global Certificate to the
common depositary for Euroclear and Clearstream, Luxembourg, Euroclear or Clearstream, Luxembourg will
credit each subscriber with such number of Preferred Securities as is equal to the number thereof for which it has
subscribed and paid.

Accountholders

Solong as the Preferred Securities are registered in the name of a nominee for Euroclear and Clearstream,
Luxembourg, the nominee for Euroclear and Clearstream, Luxembourg will be the sole registered owner or
holder of the Preferred Securities represented by the Global Certificate for all purposes under the Limited
Partnership Agreement. Except as set forth under "' Description of Preferred Securities — Transfers and Form'" and
under ‘= Transfers of Interests’’, the persons shown in the records of Euroclear, Clearstream, Luxembourg or any
other clearing system (an ' Alternative Clearing System’’) as the holders of the Preferred Security evidenced by
the Global Certificate (each an "'Accountholder’’) will not be entitled to have Preferred Securities registered in
their names, will not receive or be entitled to receive physical delivery of definitive certificates evidencing interests
in the Preferred Securities and will not be considered registered owners or holders thereof under the Limited
Partnership Agreement. Accordingly, each Accountholder must rely on the rules and procedures of Euroclear and
Clearstream, Luxembourg, as the case may be, to exercise any rights and obligations of a holder of Preferred
Securities under the Limited Partnership Agreement.

Payments

Each Accountholder must look solely to Euroclear, Clearstream, Luxembourg or such Alternative Clearing System,
as the case may be, for its share of each payment made by the Issuer to the registered holder of the Preferred
Securities and in relation to all other rights arising under the Global Certificate, subject to and in accordance with
the respective rules and procedures of Euroclear, Clearstream, Luxembourg or such Alternative Clearing System,
as the case may be. Such persons shall have no claim directly against the Issuer or the Bank in respect of payments
due on the Preferred Securities or under the Guarantee for so long as the Preferred Securities are represented by
such Global Certificate and such obligations of the Issuer and the Bank will be discharged by payment to the
registered holder of the Preferred Securities in respect of each amount so paid.

Transfers of Interests

Accountholders will only be able to transfer their beneficial interests in the Preferred Securities in accordance with
the rules and procedures of Euroclear, Clearstream, Luxembourg or the Alternative Clearing System, as the case
may be.

Settlement

Initial settlement for the Preferred Securities and settlement of any secondary market trades in the Preferred
Securities will be made in same-day funds.
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Description of the Guarantee

The following is the form of the Guarantee to be executed by the Bank.

THIS DEED OF GUARANTEE (the "‘Guarantee”), dated @ September 2004, is executed and delivered by
Macquarie Bank Limited (the ""Bank’’) for the benefit of the Holders (as defined below).

WHEREAS the Bank desires to issue this Guarantee for the benefit of the Holders, as provided herein.

NOW, THEREFORE, the Bank executes and delivers this Guarantee as a deed poll for the benefit of the Holders.

1. Definitions

As used in this Guarantee, capitalised terms not defined herein shall have the meanings ascribed to them in the
Limited Partnership Agreement and otherwise the following terms shall, unless the context otherwise requires,
have the following meanings:

“APRA’" means the Australian Prudential Regulatory Authority in Australia and shall include any successor
organisation or authority having primary supervisory responsibility for the prudential supervision of banks in
Australia;

“Guaranteed Payments’' means collectively payments in respect of (i) any Distributions due and payable on the
Preferred Securities, but only to the extent that (a) the Issuer has received the funds necessary to pay such
Distributions from payments on the Convertible Debentures or any Permissible Replacement Assets, whilst, in
either case, they remain an asset of the Issuer and (b) the Bank has directed the General Partner to make such
Distributions, (i) any Liquidation Distribution to which Holders are entitled, (iii) any amounts to which the Holders
are entitled in respect of redemption of the Preferred Securities and (iv) any Additional Amounts;

"Holder” means, in respect of each Preferred Security, the person registered on the Register as the limited
partner holding such Preferred Security at the relevant time, or, for as long as the Preferred Securities are
registered in the name of a common depositary (or of a nominee for a common depositary) for Ciearstream,
Luxembourg and Euroclear, each person (other than Euroclear and Clearstream, Luxembourg) who is for the time
being shown in the records of Euroclear and Clearstream, Luxembourg as the holder of any Preferred Securities (in
which regard any certificate or other document issued by Euroclear or Clearstream, Luxembourg as to the number
of Preferred Securities standing to the account of any person shall be conclusive and binding for all purposes),
except that such person is not entitled to receive payments, the right to which shall be vested in the name of the
person appearing as the relative limited partner in the Register;

“Issuer’’ means Macquarie Capital Funding L.P., acting through the General Partner;

"'Limited Partnership Agreement’”’ means the limited partnership agreement dated @ September 2004
between the General Partner, the Initial Limited Partner, the Initial Preferential Limited Partner and the Bank
pursuant to which the Issuer was established, as the same may be amended from time to time; and

"Preferred Securities’ means collectively the Pounds Sterling @% Non-cumulative Step-up Perpetual Preferred
Securities of the Issuer, whether or not in issue on the date of this Guarantee, the Holders of which are entitled to
the benefits of this Guarantee as evidenced by the execution of this Guarantee.,

2. QGuarantee

2.1 Subject to the exceptions and limitations contained in Clause 4, the Bank irrevocably guarantees to the
Holders the payment in full of the Guaranteed Payments, as and when due, to the extent that such payments shall
not have been paid by the Issuer regardless of any defence, right of set off or counterclaim which the Issuer may
have or assert. This Guarantee is continuing, irrevocable and absolute.

2.2 TheBank acknowledges that its obligations hereunder are several and independent of the obligations of
the Issuer with respect to the Preferred Securities and that the Bank shall be liable as principal and sole obligor
hereunder to make the payments undertaken to be made by it pursuant to the terms of this Guarantee,
notwithstanding the occurrence of any event referred to in Clause 6.

3. Status and Enforcement of Certain Rights by Holders
3.1 This Guarantee is a direct unsecured subordinated obligation of the Bank.
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3.2 InaWinding-Up of the Bank, if no Preferred Securities Substitution has taken place, the rights and claims of
the Holders against the Bank under this Guarantee rank pari passu with all other unsecured Subordinated
Indebtedness of the Bank, except liabilities mandatorily preferred by law.

3.3 Therights and claims of the Holders are, in a Winding-Up of the Bank, subordinated to the claims of Senior
Creditors of the Bank and prior to the commencement of a Winding-Up of the Bank:

(@) the obligation of the Bank to make payment of all amounts owing under this Guarantee shall be conditional
upon the Bank being solvent at the time the amounts owing fall due; and

(b)  nopayment of any amount owing under this Guarantee shall be made, except to the extent that the Bank
may make such payment and still be solvent immediately thereafter.

For the purposes of paragraphs (a) and (b) above, the Bank shall be considered 'solvent’” if:
(i) itisable to pay its debts as they fall due; and
(i)  its Assets exceed its Liabilities.

A certificate as to whether the Bank is solvent signed by two Directors or, if the Bank is being wound up, its
liquidator, shall be prima facie evidence of the information contained in that certificate. In the absence of such a
certificate, a Holder shall be entitled to assume {unless the contrary is proved) that the Bank is and wilt after any
payment aforesaid be solvent.

3.4 Onthe Winding-Up of the Bank, the rights of the Holders against the Bank to recover any sums payable
under this Guarantee:

(a)  shall be subordinate and junior in right of payment to the obligations of the Bank to Senior Creditors, to the
intent that all such obligations to Senior Creditors shall be entitled to be paid in full before any payment shall be
paid on account of any sums payable under this Guarantee; and

(b) shallrank pari passu and rateably (as to its due proportion only) with other subordinated creditors of the
Bank in respect of Subordinated Indebtedness.

3.5 OnaWinding-Up of the Bank, Holders shall only be entitled to prove for any sums payable under this
Guarantee as a debt which is subject to and contingent upon prior payment in full of, the Senior Creditors. The
Holders waive to the fullest extent permitted by law any right to prove in any such Winding-Up as a creditor
ranking for paymentin any other manner.

3.6 NoHoldershall be entitled to set off against any amounts due under this Guarantee to such Holder any
amount held by the Holder to the credit of the Bank whether in any account, in cash or otherwise, nor any
deposits with, advances to or debts of the Bank, nor any other amount owing by the Holder to the Bank on any
account whatsoever, nor shall any Holder be entitled to effect any reduction of the amount due to such Holder
under this Guarantee by merger of accounts or lien or the exercise of any other rights the effect of which is or may
be to reduce the amount due under this Guarantee in breach of this Clause 3.

3.7 Anypayment whether voluntary or in any other circumstances received by a Holder from or on account of
the Bank (including by way of credit, set off or otherwise howsoever) or from any liquidatcr, receiver, manager or
statutory manager of the Bank in breach of this Clause 3 will be held by the Holder in trust for, and to the order of,
the Senior Creditors. The trust hereby created shall be for a term expiring on the earlier of the date on which all
Senior Creditors have been paid in full or 80 years from the date of this Guarantee.

3.8 If the Bank fails to pay any amount under this Guarantee when due and payable, a Holder may, subject to
Clause 3.9, institute proceedings for a Winding-Up of the Bank or, subject to Clause 3.5, for proving or claiming in
any Winding-up of the Bank.

3.9 Noremedy against the Bank, other than the institution of proceedings for a Winding-Up or, subject to
Clause 3.5, for proving or claiming in any Winding-Up of the Bank, shall be available to the Holders for the
recovery of amounts owing under this Guarantee or in respect of any breach by the Bank of any obligation,
condition or provision binding on the Bank under the terms of this Guarantee. In particular, no Holder shall be
entitled to exercise any right of set off or counterclaim which may be available to the Holder against amounts
owing by the Bank under this Guarantee (whether prior to, or following, any bankruptcy, liquidation, Winding-Up
or sequestration of the Bank), as provided in Clause 3.6 above.

This Guarantee does not represent a deposit lfability of the Bank for purposes of the Banking Act 1959 of
Australia (the “Banking Act”) or for the purposes of the FSMA regime in the United Kingdom, and the

56



obligations of the Bank under this Guarantee are not insured by any governmental agency or compensation
scheme in Australia, the United Kingdom or efsewhere.

Section 134 of the Banking Act provides that the assets of an authorised deposit-taking institution ("ADI”’) in
Australia, which includes the Bank, would, in the event of the ADI becoming unable to meet its obligations or
suspending payment, be available to meet that ADI's deposit liabilities in Australia in priority to all other liabilities
of that ADI. Under section 16 of the Banking Act, debts due to APRA shall in a winding-up of an ADI have, subject
to section 13A of the Banking Act, priority over all other unsecured debts of that ADI. Further, under section 86 of
the Reserve Bank Act 1959 of Australia, debts due by a bank to the Reserve Bank of Australia shall in a winding-up
of that bank have, subject to section 13A of the Banking Act, priority over all other debts, other than debts due to
the government of the Commonwealth of Australia.

4. Limitations on Payment

4.1 Notwithstanding Clause 2, the Bank will only, save to the extent provided in Clause 5.2, be obliged to make
any Guaranteed Payment in respect of Distributions on any Preferred Securities to the extent the Bank, in its sole
discretion, has informed the General Partner in writing no later than the relevant Record Date that such
Distribution should be paid. The Bank will not however be obliged to make any Guaranteed Payment in respect of
Distributions on any Preferred Securities to the extent that:

(a) the Bank does not have profits after tax available for distribution in accordance with the Corporations Act
(as disclosed in the latest publicly available financial results of the Bank) exceeding the amount of such
Distribution on the relevant Record Date or is otherwise precluded from paying a dividend on any class of capital
by the Corperations Act;

{b) aCapital Deficiency Event has occurred and is continuing, unless APRA has given its prior approval to the
payment of the Distribution;

{c)  theamount of the Distribution exceeds the amount of the Available Profits, unless APRA has given its prior
approval to the payment of the Distribution; or

{d)  APRA has otherwise objected to the payment of the Distribution.

4.2 The Bank will determine whether as of the Record Date the Bank has sufficient profits after tax available for
distribution in accordance with the Corporations Act and sufficient Available Profits, as the case may be, to allow
a payment of some or all of the relevant Distribution. In the event that any Distribution cannot be paid in full, the
Bank will notify or procure notification to any stock exchange on which the Preferred Securities may be for the
time being listed, the General Partner, the Registrar and the Paying and Transfer Agents, and to Holders in
accordance with the Limited Partnership Agreement, of the fact and of the amount, if any, to be paid in respect of
that Distribution.

5. Taxation

5.1 All Guaranteed Payments will be made without withholding or deduction for or on account of any present
or future taxes, duties, assessments or governmental charges of whatever nature imposed or levied by or on
behalf of the United Kingdom or Australia or any political sub-division thereof or by any authority therein or
thereof having power to tax {'Taxes'’), unless the withholding or deduction of such taxes, duties, assessments or
governmental charges is required by law. In that event, the Bank will, subject to permission (if required) being
granted by APRA, pay such additional amounts (""Bank Additional Amounts'’) as may be necessary in order that
the net amounts received by the Holders after such withholding or deduction shall equal the amounts which
would have been receivable under this Guarantee in the absence of such withholding or deduction; except that
no such Bank Additional Amounts will be payable in relation to any payment in respect of any Preferred Security:

(a)  to, orto athird party on behalf of, a Holder who is liable to such Taxes in respect of such Preferred Security
by reason of his having some connection with the United Kingdom or Australia by which such tax duty or charge
has been imposed other than the mere holding of such Preferred Security; or

(b)  to, or toa third party on behalf of, a Holder who could lawfully avoid (but has not so avoided) such
deduction or withholding by complying or procuring that any third party complies with any statutory
requirements or by making or procuring that any third party makes a declaration of non-residence or other similar
claim for exemption to any tax authority in the place where the Preferred Security is presented for payment; or

(c)  presented for payment more than 30 days after the relevant date of the payment of the Guaranteed
Payment in question except to the extent that the Holder would have been entitled to such Additional Amounts
on presenting the same for payment on the last day of such period of 30 days; or
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(d}  presented for payment, where such withholding or deduction is imposed on a payment to or on behalf of an
individual and is required to be made pursuant to European Council Directive 2003748 EC or any other European
Union Directive on the taxation of savings implementing the conclusions of the ECOFIN Council meeting of
26th-27th November 2000 or any law implementing or complying with, or introduced in order to conform to,
such Directive; or

(e)  presented for payment by or on behalf of a Holder who would have been able to avoid such withholding or
deduction by presenting the relevant Preferred Security to another Paying and Transfer Agentin a Member State
of the European Union.

5.2 Intheeventthat the amounts described in Clauses 2 and 5 cannot be paid in full by reason of the condition
referred to in Clause 4.1, such amount as is to be paid will be payable pro rata in the Relevant Proportion and the
obligations of the Bank in respect of any such unpaid amount shall lapse.

6. Continuing Guarantee

The obligations, covenants, agreements and duties of the Bank under this Guarantee shall in no way be affected
or impaired by reason of the happening from time to time of any of the following:

(a)  therelease or waiver, by operation of law or otherwise, of the performance or observance by the Issuer of
any express or implied agreement, covenant, term or condition relating to the Preferred Securities to be
performed or observed by or on behaif of the Issuer; or

{(b)  the extension of time for the payment by or on behalf of the Issuer of all or any portion of any Distribution,
the Optional Redemption Price, the Make Whole Redemption Price, the Liquidation Distribution or any other
sums payable under the terms of the Preferred Securities or the extension of time for the performance of any
other obligation under, arising out of, or in connection with, the Preferred Securities; or

(¢} anyfailure, omission, delay or lack of diligence on the part of Holders to enforce, assert or exercise any right,
privilege, power or remedy conferred on the Holders pursuant to the terms of the Preferred Securities, or any
action on the part of the Issuer granting indulgence or extension of any kind; or

(d)  thevoluntary or involuntary winding-up, dissolution, amalgamation, reconstruction, sale of any collateral,
receivership, insolvency, bankruptcy, assignment for the benefit of creditors, reorganisation, arrangement,
composition or readjustment of debt of, or other similar proceedings affecting, the Issuer or any of the assets of
the Issuer; or

(e) anyinvalidity of, or defect or deficiency in, the Preferred Securities; or
(f)  thesettlement or compromise of any obligation guaranteed hereby or hereby incurred.

There shall be no obligation on the Holders to give notice to, or obtain consent of, the Bank with respect to the
happening of any of the foregoing.

7. Deposit of Guarantee

This Guarantee shall be deposited with and held by the Registrar until all the obligations of the Bank have been
discharged in full. The Bank hereby acknowledges the right of every Holder to the production of, and the right of
every Holder to obtain a copy of, this Guarantee from the Registrar,

8. Enforcement; Rights of Remedy

8.1 Subjectto Clause 8.2, a Holder may enforce this Guarantee directly against the Bank, and the Bank waives
any right or remedy to require that any action be brought against the Issuer or any other person or entity before
proceeding against the Bank. Subject to Clause 8.2, all waivers contained in this Guarantee shall be without
prejudice to the right to proceed against the assets of the Issuer and the General Partner as permitted by the
terms of the Preferred Securities. The Bank agrees that this Guarantee shall not be discharged except by complete
performance of all obligations of the Bank under this Guarantee.

8.2 NoHolder shall following any breach by the Bank of any of its obligations under this Guarantee be entitled
to exercise any right of set off or counterclaim which may be available to it against amounts owing by the Bank to
such Holder. Notwithstanding the provisions of the foregoing sentence, if any of the said rights and claims of any
Holder against the Bank is discharged by set off, such Holder will immediately pay an amount equal to the amount
of such discharge to the Bank or, in the event of its winding-up, the trustee or liquidator of the Bank and until
such time as payment is made will hold a sum equal to such amount in trust for the Bank, or the trustee or
liquidator of the Bank, and accordingly any such discharge will be deemed not to have taken place.
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9. Subrogation

The Bank shall be subrogated to any and all rights of the Holders against the assets of the Issuer in respect of any
amounts paid to the Holders by the Bank under this Guarantee. The Bank shall not {(except to the extent required
by mandatory provisions of law) exercise any rights which it may acquire by way of subrogation or any indemnity,
reimbursement or other agreement, in all cases as a result of a payment under this Guarantee if, at the time of any
such payment, any amounts are due and unpaid under this Guarantee. If the Bank shall receive or be paid any
amount with respect to the Preferred Securities in violation of the preceding sentence, the Bank agrees to pay
that amount to the Holders.

10. Undertakings of the Bank
10.1 The Bank undertakes that it will not:

(a) issue any securities which are capable of being eligible for inclusion as part of the Tier 1 Capital, or its then
equivalent, of the Bank (on a Level 1 basis) or of the Group (on a Level 2 basis), ranking senior to its obligations
under this Guarantee; or

{b) enterinto any support agreement or give any guarantee in respect of any securities which are capable of
being eligible for inclusion as part of the Tier 1 Capital, or its then equivalent, of the Bank (on a Level 1 basis) or of
the Group (on a Level 2 basis), issued by any Subsidiary of the Bank, Related Entity of the Bank or other entity if
such support agreement or guarantee would rank senior to this Guarantee,

unless, in the case of both (a) and (b), this Guarantee is changed to give the Holders such rights and entitlements
as are contained in or attached to such Preferred Securities or preference shares or other securities (which are
capable of being eligible for inclusion as such Tier 1 Capital), or such other support agreement or guarantee so
that this Guarantee ranks pari passu with, and contains substantially equivalent rights of priority as to payment
on, any such preferred securities, preference shares, other securities (which are capable of being eligible for
inclusion as such Tier 1 Capital), or such other support agreement or guarantee.

10.2 The Bank undertakes that if for any Distribution Period, Distributions are not paid in full within five Business
Days of the relevant Distribution Date to Holders by reason of the limitations set out in the terms of the Preferred
Securities and in the Limited Partnership Agreement, the Bank will not and the Bank will procure that no
Subsidiary of the Bank will:

(a) payanyinterest, dividends or other distributions or payments in respect of any Parity Obligations orin
respect of the Bank's ordinary shares or any other securities or obligations of the Bank over which Substituted
Preference Shares would rank in priority for participation in profits; or

(b)  (if permitted) effect any redemption, reduction, cancellation or repurchase of Parity Obligations or the
Bank’s ordinary shares or any other securities or obligations of the Bank over which Substituted Preference Shares
would rank in priority for participation in profits,

until, in the case of both (a) and (b), an Optional Distribution equal to the amount of any Distribution (or part
thereof) missed during the preceding 12 months is paid or until after the second consecutive following
Distribution Date on which a Distribution in respect of the Preferred Securities is paid in full.

These restrictions do not apply to:
{i)  repurchases, redemptions or other acquisitions of shares in the capital of the Bank in connection with:

(A) anyemployment contract, employee equity plan, other benefit plan or other similar arrangement with or
for the benefit of any one or more employees, officers, directors or consultants of the Bank or any entity
controlled by the Bank; or

(B) adividend plan or shareholder share purchase plan; or

(Q) theissuance of shares in the capital of the Bank, or securities convertible into or exercisable for such shares,
as consideration in an acquisition transaction entered into prior to that occurrence; or

(i) anexchange, redemption or conversion of any class or series of the Bank's shares or any shares of a
subsidiary of the Bank for any other class or series of the Bank’s shares, or an exchange, redemption or conversion
of any class or series of the Bank’s indebtedness for any class or series of the Bank's shares; or

(i) the purchase of fractional interests in shares in the capital of the Bank under the conversion or exchange
provisions of the shares or the security being converted or exchanged; or
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{iv)  any payment or declaration of a dividend in connection with any shareholder’s rights plan, or the issuance
of rights, shares or other property under any shareholder’s rights plan, or the redemption or repurchase of rights
pursuant to the plan; or

(v} anydividend in the form of shares, warrants, options or other rights where the dividend shares or the shares
issuable upon exercise of such warrants, options or other rights are the same class or series of shares as those on
which the dividend is being paid or rank equal or junior to those shares.

Nothing in this Guarantee prohibits the Bank or an entity it controls from purchasing the Bank's shares in
connection with transactions for the account of customers of the Bank or customers of entities which the Bank
controls orin connection with the distribution or trading of the Bank's shares in the ordinary course of business.

For the purposes of this Clause 11.2, “control’’ has the meaning given in the Corporations Act.
10.3 The Bank undertakes that, so long as any of the Preferred Securities are outstanding:

(@) unlessthe Bankisitself being wound up, it will not permit, or take any action that would or might cause, the
liguidation, dissolution or winding-up of the General Partner or the Issuer otherwise than (i) with the prior
approval of APRA (if such approval is then required) and (i) if the Bank has sufficient Available Profits for the
purpose of funding the Liquidation Distribution {(in an amount at least equal to the aggregate Liquidation
Distribution); and

(b) the General Partner will at all times be a directly or indirectly wholly owned Subsidiary of the Bank,

unless, in the case of (a) or (b), otherwise approved by the Holders in accordance with paragraph 8.3 of the terms
of the Preferred Securities set out in Schedule 2 to the Limited Partnership Agreement.

10.4 The Bank undertakes to ensure that all corporate authorisations will have been taken for the allotment and
issue of the same free from pre-emptive rights, and that following the occurrence of a Capital Deficiency Event or
an Insolvency Event and subject to the terms of the Limited Partnership Agreement and the necessary
authorisations being in place, it will allot, issue and deliver Substituted Preference Shares in satisfaction of the
rights of the Holders in the circumstances described in the Limited Partnership Agreement, such Substituted
Preference Shares having the rights and being subject to the conditions set out in the Limited Partnership
Agreement.

10.5 The Bank undertakes that it will take all reasonable steps (i) to create and authorise, and procure guotation
of, the Substituted Preference Shares on the ASX and (ii} to procure the clearance of the Substituted Preference
Shares through CHESS.

10.6 The Bank undertakes that it will pay any taxes, capital duties or stamp duties payable as a result of the
Preferred Securities Substitution.

10.7 The Bank undertakes that it will procure that the issuer (acting through the General Partner) will maintain at
all times whilst the Preferred Securities are in issue (a) a Paying and Transfer Agent outside the European Union
and Jersey, and/or in a Member State of the European Union, that will not be obliged to withhold or deduct for or
on account of tax pursuant to Council Directive 2003/48/£C of 3rd June 2003 on the taxation of savings income in
the form of interest payments or any European Union Directive otherwise implementing the conclusions of the
ECOFIN Council meeting of 26th and 27th November 2000 or any law implementing or complying with, or
introduced in order to conform to, any such Directive, (b} for so long as the Preferred Securities are listed on the
Luxembourg Stock Exchange, a Paying and Transfer Agent in Luxembourg, and (c) a Registrar having its office
outside the United Kingdom.

10.8 The Bank undertakes that it will not redeem the Convertible Debentures pursuant to the Terms and
Conditions of the Convertible Debentures other than in circumstances where (i) the proceeds of redemption will
be invested in Permissible Replacement Assets in accordance with the terms of the Limited Partnership
Agreement or (i) the corresponding Preferred Securities are alsc being redeemed.

10.9 If proceedings are taken to wind-up the General Partner at any time whilst any Preferred Security remains in
issue, the Bank will undertake immediately to appoint another entity which shall be a wholly owned Subsidiary of
the Bank tc act as the general partner.

10.10 The Bank undertakes that it will pay any transfer taxes or capital duties or stamp duties payable in
Australia, Jersey or the U K. arising in consequence of (i) any conversion or exchange of the Convertible
Debentures into the Preference Shares, (i) any redemption of the Convertible Debentures and substitution of the
Convertible Debentures with Permissible Replacement Assets, (iii) any transfer of the Convertible Debentures by
the Issuer to the Bank (or a person nominated by the Bank) in exchange for the Issuer (or a person nominated by
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the Issuer) being registered as a holder of a number of Preference Shares or (iv) any alternative provisions which
are applicable in place of a conversion or exchange of the Convertible Debentures in accordance with the
provisions of Condition 6.5 of the Terms and Conditions of the Convertible Debentures.

11. Termination

With respect to the Preferred Securities, this Guarantee shall terminate and be of no further force and effect upon
(i) payment of the Optional Redemption Price or the Make Whole Redemption Price, as the case may be, on all
Preferred Securities, (ii) purchase and cancellation of all Preferred Securities, (iii) payment of the Liquidation
Distribution, or the Relevant Proportion thereof, or (iv) issue and allotment in full of Substituted Preference
Shares, as the case may be, provided however that this Guarantee will continue to be effective or will be
reinstated, as the case may be, if at any time payment of any sums paid in respect of the Preferred Securities or
under this Guarantee must be restored by a Holder for any reason whatsoever.

12. Transfer; Amendment; Notices

12.1 Subject to operation of law, all guarantees and agreements contained in this Guarantee shall bind the
successors, assignees, receivers, trustees and representatives of the Bank and shall enure to the benefit of the
Holders. The Bank shall not transfer its obligations hereunder without the prior approval of the Holders of not less
than one-third by Nominal Amount of the Preferred Securities (excluding any Preferred Securities held by the Bank
or any entity of which the Bank, either directly or indirectly, owns 20% or more of the voting shares or similar
ownership interests), which approval shall be obtained in accordance with the procedures contained in the
Limited Partnership Agreement and the Law.

12.2 Except for those changes (a) required to correct any manifest errors or ambiguities or (b) which do not
materially adversely affect the rights of the Holders (in each of which cases no consent will be required), this
Guarantee shall be changed only by the Bank with the consent of Holders in accordance with paragraph 8.3 of the
terms of the Preferred Securities set out in Schedule 2 to the Limited Partnership Agreement, subject in each case
to consent or sanction being obtained in accordance with the procedures contained in the Limited Partnership
Agreement and the Law.

12.3 Any notice, request or other communication required or permitted to be given hereunder to the Bank shall
be given in writing by delivering the same against receipt therefor or by pre-paid post addressed to the Bank at:

No. 1 Martin Place
Sydney NSW 2000
Australia

Facsimile: +61 282324227
Attention: Treasurer

The address of the Bank may be changed at any time and from time to time and shall be the most recent such
address furnished in writing by the Bank to the Registrar and notified to the Holders.

Any notice, request or other communication required or permitted to be given hereunder to the Holders shall be
given by the Bank in the same manner as notices sent on behalf of the Issuer to Holders.

13. Miscellaneous
13.1 This Guarantee is solely for the benefit of the Holders and is not separately transferable from their interests
in respect of the Preferred Securities.

13.2 TheBank will furnish any Holder, upon request of such Holder, with a copy of its annual report and any
interim reports made generally available by the Bank to holders of the ordinary shares of the Bank.

14. Governing Law and Jurisdiction

14.1 This Guarantee is governed by, and shall be construed in accordance with, English law, save for Clause 3 and
Clause 10.2 which are governed by, and shall be construed in accordance with, the laws of New South Wales,
Australia. The determination of the amount of *'Available Profits’” at any time will also be made in accordance
with the laws of New South Wales, Australia.

14.2 The Bank hereby irrevocably agrees for the benefit of the Holder that the courts of England are to have
jurisdiction to settle any disputes which may arise out of or in connection with this Guarantee and that
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accordingly any suit, action or proceedings arising out of or in connection therewith (together referred to as
""Proceedings’’) may be brought in such courts.

14.3 The Bank irrevacably and unconditionally waives and agrees not to raise any objection which it may have
now or subsequently to the laying of the venue of any Proceedings in the courts of England and any claim that any
Proceedings have been brought in an inconvenient forum and further irrevocably and unconditionally agrees that
afinal judgment in any Proceedings brought in the courts of England shall be conclusive and binding upon the
Bank and may be enforced in the courts of any other jurisdiction.

14.4 Nothing contained in this paragraph shall limit any right of the Holders to take Proceedings against the Bank
in any other court of competent jurisdiction, nor shall the taking of Proceedings in one or more jurisdictions
preclude the taking of Proceedings in any other competent jurisdiction, whether concurrently or not, to the
extent permitted by applicable law.

14.5 The Bank appoints its London branch, currently at Level 30, City Point, 1 Ropemaker Street, London

EC2Y SHD, or, if different, its registered office for the time being as its agent for service of process in England in
respect of any Proceedings and undertakes that in the event such branch is not, or ceases to be, effectively
appointed to accept service of process on the Bank's behalf, the Bank shall immediately appoint another person
as its agent for that purpose. Nothing in this subparagraph shall affect the right of the Holders to serve process in
any other manner permitted by law.

IN WITNESS WHEREOF this Guarantee has been executed as a deed poll on behalf of:

Macquarie Bank Limited

Acting by:
Director
and

Director

In the presence of:
Witness

Address
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Description of the Substituted Preference Shares

The following is a description of the rights attaching to the Substituted Preference Shares.

Preference Share Terms

1.  Issue price
The issue price of each Preference Share is £1,000 (“Issue Price’’).

2. Dividends
2.1 No Dividends until fully paid

Until a Preference Share is fully paid, the Holder of the Preference Share is not entitled to receive any Dividend on
the Preference Share.

2.2 Dividends

(a)  Subject to these Terms of Issue, on and from the time a Preference Share is fully paid, dividends
("Dividends'’) will be payable semi-annually in arrear in equal instalments on each Dividend Payment Date.
Dividends in respect of any Dividend Period will be payable at the applicable Dividend Rate on the Issue Price of
each Preference Share for the Dividend Period which ends on the day preceding that Dividend Payment Date.

(b)  Dividends will be non-cumulative and, for any Dividend Period which ends on the day that precedes the
Exchange Date (or any other day which is not a Dividend Payment Date), are to be computed on the basis of the
actual number of days in the relevant Dividend Period divided by two times the actual number of days from (and
including) the previous Dividend Payment Date (or the last Preferred Security Payment Date in the case of the first
Dividend Period after the Issue Date) to (but excluding) the next Dividend Payment Date.

2.3 Dividend payment tests

The payment of a Dividend (or the Relevant Proportion of such Dividend where clause 2.11 applies) and any
Optional Dividend is subject to:

(a)  the Directorsin their sole discretion resolving to pay the Dividend (or the Relevant Proportion of such
Dividend where clause 2.11 applies) or the Optional Dividend on the Preference Shares; and

(b) theBank having profits after tax available for distribution in accordance with the Corporations Act (as
disclosed in the latest publicly available financial results for the Bank) exceeding the amount of such Dividend (or
the Relevant Proportion of such Dividend where clause 2.11 applies) or Optional Dividend on the relevant Record
Date and not otherwise being precluded from paying a dividend on any class of capital by the Corporations Act;
and

(&) unless APRA otherwise approves:
(i) no Capital Deficiency Event having occurred and continuing; and

(i) the amount of the Dividend (or the Relevant Propartion of such Dividend where clause 2.11 applies) or the
Optional Dividend payable on the Preference Shares not exceeding Available Profits; and

(d)  APRA not otherwise objecting to the payment of the Dividend {or the Relevant Proportion of such Dividend
where clause 2.11 applies) or the Optional Dividend.

2.4 Optional Dividends

Notwithstanding clause 2.3, the Directors, in their sole discretion and with the approval of APRA (if such approval
is then required), may pay Optional Dividends in accordance with clause 2.9.

2.5 Non-cumulative

The Dividend rights attached to the Preference Shares are non-cumulative. Accordingly, if and to the extent that
all or any part of a Dividend is not paid because of any provision of clause 2.3 or because of any applicable law, the
Bank has no obligation to pay that Dividend and, notwithstanding the ability for an Opticnal Dividend to be paid,
the Holder has no claim or entitlement to be paid any amount in respect of the non-payment of that Dividend. No
interest accrues on any unpaid Dividend or Optional Dividend, and the Holder has no claim or entitlement in
respect of interest on any unpaid Dividend or Optional Dividend.
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2.6 Calculation of Dividends

(a)  TheBank must ensure that, for so long as the Preference Shares remain on issue, there is at all times from
and after the fifth London Business Day preceding the first Reset Date a Calculation Agent for the purposes of the
Preference Shares. The Bank may at any time replace the Calculaticn Agent with a leading bank or other financial
institution. In the event the Calculation Agent is unable or unwilling to continue to act as the Calculation Agent or
if the Calculation Agent fails to establish the Five Year Benchmark Gilt Rate for any Reset Period, the Bank must
appoint a leading bank or other financial institution to act in place of the Calculation Agent. The Calculation
Agent must not resign its duties without a successor having been appointed in accordance with this clause 2.6(a).

{b)  The Calculation Agent will calculate the Five Year Benchmark Gilt Rate for each Reset Period as of the Reset
Determination Date in respect of that Reset Period.

(c)  All Dividend calculations will be made by the Calculation Agent. In the absence of manifest error, all
calculations made by the Calculation Agent in respect of Dividends will be final and conclusive and binding on the
Bank and the Holders.

(d) The Calculation Agent will, on the request of any Holder, provide the Reset Rate in respect of the current
Reset Period.

(e)  All calculations of Dividends will be rounded to four decimal places (0.00005 being rounded upwards). For
the purposes of making any payment of a Dividend in respect of a Holder's aggregate holding of Preference
Shares, any fraction of a penny will be disregarded.

(f)  IfaDividend Payment Date occurs on a day which is not a Business Day then payment of the Dividend
otherwise payable on that day will be made on the next succeeding day which is a Business Day (without any
interest or other payment in respect of that delay).

2.7 Payment
{a}  All Dividends will be paid in Pounds Sterling.

{b)  Unless otherwise agreed with a Holder, payment of a Dividend will be made by:

(i)  chequedrawn on abank in London sent through the post to the registered address of the Holder (or, in the
case of joint holders, to the registered address of the one whose name is recorded first in the Register in respect of
the joint holding); or

(i) attheelection of the Bank, by wire transfer to the Holder {(or, in the case of joint holders, to the Holder
whose name is recorded first in the Register in respect of the joint holding).

(c)  If acheque for the amount of a Dividend payable to a Holder is mailed on or prior to the Dividend Payment
Date for the Dividend, the Dividend will be regarded as having been paid on the Dividend Payment Date.

2.8 Record Dates

A Dividend is only payable to those persons registered as Holders on the Record Date for that Dividend. An
Optional Dividend is only payable to those persons registered as Holders on the Reccrd Date for the Optional
Dividend.

2.9 Dividend stopper
Subject to clause 2.10, if for any reason:

() onandfrom the time a Preference Share is fully paid, any Dividend has not been paid in full within five
Business Days of the relevant Dividend Payment Date; or

(b) immediately prior to the Issue Date, the Bank was prevented from taking the actions described in clauses
2.6(a) and 2.6(b) of the terms and conditions of the Preferred Securities as a result of a failure to payin full a
Preferred Security Payment,

the Bank must not, and must procure that no Subsidiary of the Bank will;

(i) payanyinterest, dividends or other distributions or payments in respect of the Preference Shares or any
other Parity Obligations or in respect of the Bank's Ordinary Shares or any other security or obligations of the Bank
over which the Preference Shares rank in priority for participation in profits; or
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(i (if permitted) effect any redemption, reduction, cancellation or repurchase of Parity Obligations or the
Bank’s Qrdinary Shares or any other securities or obligations of the Bank over which the Preference Shares rank in
priority for participation in profits,

until:
(i)  where paragraph (a) above applies, either:

(A) an Optional Dividend has been paid to the Holders equal to the aggregate amount of the Dividends (or part
thereof) which were not paid on the two immediately preceding Dividend Payment Dates prior to the payment of
the Optional Dividend (or an equal amount of Dividend Payment Dates if the frequency of payment is other than
semi-annual); or

(B) after the second consecutive following Dividend Payment Date (or an equal amount of Dividend Payment
Dates if the frequency of payment is other than semi-annual) on which a Dividend in respect of the Preference
Shares is paid in full; or

(iv)  where paragraph (b} above applies, either:

(A)  an Optional Dividend has been paid to the Holders equal to the aggregate amount of the Preferred Security
Payments or Dividends (or part thereof) which were not paid on the two immediately preceding dates for
payment of either a Preferred Security Payment or a Dividend {or an equal amount of dates if the frequency of
payment is other than semi-annual); or

{B) after the second consecutive following Dividend Payment Date (or an equal amount of Dividend Payment
Dates if the frequency of payment is other than semi-annual) on which a Dividend in respect of the Preference
Shares is paid in full; or

(v)  all Preference Shares have been redeemed, bought back or cancelled; or

{(vi) aSpecial Resolution of Holders has been passed approving such action and APRA does not otherwise object
to such payment, distribution, redemption, reduction, repurchase or cancellation,

2.10 Exclusions from Dividend stopper
The restrictions in clause 2.9 do not apply to:

{a) repurchases, redemptions or other acquisitions of shares in the capital of the Bank in connection with:

(i) anyemployment contract, employee equity plan, other benefit plan or other similar arrangement with or
for the benefit of any one or more employees, officers, directors or consultants of the Bank or any entity
controlled by the Bank; or

(i) adividend plan or shareholder share purchase plan; or

(i) theissuance of sharesin the capital of the Bank, or securities convertible into or exercisable for such shares,
as consideration in an acquisition transaction entered into prior to that occurrence; or

(b)  anexchange, redemption or conversion of any class or series of the Bank's shares or any shares of a
subsidiary of the Bank for any other class or series of the Bank's shares, or an exchange, redemption or conversion
of any class or series of the Bank’s indebtedness for any class or series of the Bank's shares; or

{c)  the purchase of fractional interests in shares in the capital of the Bank under the conversion or exchange
provisions of the shares or the security being converted or exchanged; or

{d) anypayment or declaration of a dividend in connection with any shareholder’s rights plan, or the issuance
of rights, shares or other property under any shareholder's rights plan, or the redemption or repurchase of rights
pursuant to the plan; or

(e) anydividend inthe form of shares, warrants, options or other rights where the dividend shares or the shares
issuable upon exercise of such warrants, options or other rights are the same class or series of shares as those on
which the dividend is being paid or rank equal or junior to those shares.

Nothing in these Terms of Issue prohibits the Bank nor an entity it controls from purchasing the Bank’s shares in
connection with transactions for the account of customers of the Bank or customers of entities which the Bank
controls or in connection with the distribution or trading of the Bank's shares in the ordinary course of business.

For the purposes of this clause 2.10, "'control’ has the meaning given in the Corporations Act.
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211 Partial payments

If, whether by reason of the provisions of clauses 2.3(b) or 2.3(c) or any equivalent term of another Parity
Obligaticn, on any Dividend Payment Date, interest, dividends or other distributions or payments are not paid in
full on the Preference Shares or any other Parity Obligations, but if the Bank’s profits after tax and Available
Profits, each as referred to in clause 2.3 above, are sufficient so as to allow payment of part of any such interest,
dividend or distribution or payment and none of the other limitations in clause 2.3 apply, then each Holder will be
entitled to receive the Relevant Proportion of any such Dividend (unless APRA has given its prior consent to the
payment of the Dividend), provided that:

(a)  eachholder of another Parity Obligation is also entitled to receive the Relevant Proportion of any such
payment of interest, dividend or other distribution or payment; and

(b)  the Directors resolve to pay the Relevant Proportion of the Dividend under clause 2.3(a).

3. Exchange
3.1 Exchange by the Bank
(@)  TheBank may serve on Holders:

{i)  aBank Exchange Notice not less than 30 days nor more than 60 days prior to an Optional Redemption Date
in respect of all (but not some only} of their Preference Shares; or

(il aBank (Event) Exchange Notice following the occurrence of a Tax Event or Regulatory Event in respect of all
(but not some only) of their Preference Shares.

(b)  If the Bank serves an Exchange Notice on Holders, the Bank must include in that Notice which of the
following it intends to do in respect of Preference Shares the subject of the Notice:

(i)  redeem Preference Shares in accordance with clause 3.4;
(i buy back Preference Shares under the terms of the Buy-Back Agreement in accordance with clause 3.5; or
(i) cancel Preference Shares in accordance with clause 3.6.

(c)  TheBank may only apply any of the mechanisms in clause 3.1(b) if APRA has given its prior approval to such
mechanisms being applied.

(d)  If the Bank serves an Exchange Notice in accordance with clause 3.1(a), the Exchange Date is:
(i)  foraBank Exchange Notice, the Optional Redempticn Date; or

(i)  foraBank (Event) Exchange Notice, the Early Redemption Date which is specified in the Bank {Event)
Exchange Notice, being a date not less than 30 days nor more than 60 days after the date of the notice.

(e) Ifrequired by the Bank, where the Bank is entitled to redeem, buy back or cancel any Preference Shares
under these Terms of Issue, the Holder must:

(i) voteinfavour (subject to compliance with the law and to the extent the Holder is entitled to do so) or
otherwise abstain from any required resolution; and

(i) provide all documentation and execute any authorisation or power necessary; and

(iii)  take all other action necessary or desirable to affect the redemption, buy back or cancellation of those
Preference Shares.

3.2 Exchange Notices are irrevocable

An Exchange Notice is irrevocable and may include any other information that the Bank considers necessary to
affect the Exchange in an orderly manner.

3.3 Preference Shares are redeemable

The Preference Shares are redeemable. The Bank may redeem Preference Shares in accordance with clause 3.4. A
Holder has no right to require redemption of a Preference Share.

3.4 Redemption of Preference Shares

Subject to clause 3.7, if the Bank determines to redeem Preference Shares and gives an Exchange Notice to the
Holders notifying that their Preference Shares are to be redeemed, on the relevant Exchange Date the Bank shall
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redeem every Preference Share which the Bank has elected to redeem and identified in the Exchange Notice. For
each Preference Share that is being redeemed, an amount equal to:

(@)  if the redemption occurs as a result of a Bank Exchange Notice, the Optional Redemption Price; or
{b) if the redemption occurs as a result of a Bank (Event) Exchange Notice, the Make-Whole Redemption Price,

will be paid to the relevant Holders on the relevant Exchange Date.

3.5 Buy-Back of Preference Shares

Subject to clause 3.7

(a) each holder of Preference Shares from time to time agrees with the Bank on terms as set out in the Buy-Back
Agreement that, upon the Bank determining to buy back Preference Shares (which it is able to do at its sole
option) and giving an Exchange Notice to the Holders notifying that their Preference Shares are to be bought
back, those Holders will be deemed to have sold to the Bank the Preference Shares which the Bank has elected to
buy back and identified in the Exchange Notice on the terms of the Buy-Back Agreement; and

(b)  theBuy-Back Agreement will take effect upon, and will have no force or effect until, the happening of the
last to occur of the following events:

(il the Bank giving an Exchange Notice to each Holder that it has determined to buy back the Preference Shares
identified in the Exchange Notice; and

(i) the Bank obtaining all consents (if any) to the buy-back which are required to be obtained from the Bank's
shareholders or any regulatory authority or other person pursuant to and in the manner required by any
applicable law or by the listing rules of any stock exchange on which Preference Shares are quoted; and

() ontherelevant Exchange Date, the Bank shall buy back every Preference Share which the Bank has elected
to buy back and identified in the Exchange Notice under the terms of the Buy-Back Agreement. For each
Preference Share that is being bought back, an ameunt equal to:

(i) ifthe buy-back occurs as a result of a Bank Exchange Notice, the Optional Redemption Price; or
(i) ifthe buy-back occurs as a result of a Bank (Event) Exchange Notice the Make-Whele Redemption Price,

will be paid by the Bank to the relevant Holders on the relevant Exchange Date.

3.6 Cancellation of Preference Shares
Subject to clause 3.7, if the Bank:

(a) determines to cancel Preference Shares; and

(b)  obtains all consents {if any) to the cancellation of Preference Shares which are required to be obtained from
the Bank’s shareholders or any regulatory authority or other person pursuant to and in the manner required by
any applicable law or by the listing rules of any stock exchange on which the Preference Shares are quoted; and

() gives an Exchange Notice to the Holders notifying that their Preference Shares are to be cancelled,

on the relevant Exchange Date, the Bank shall cancel every Preference Share which the Bank has elected to cancel
and identified in the Exchange Notice. For each Preference Share that is being cancelled, an amount equal to:

(i) ifthe cancellation occurs as a result of a Bank Exchange Notice, the Optional Redemption Price; or
(i} if the cancellation occurs as a result of a Bank (Event) Exchange Notice the Make-Whole Redemption Price,

will be paid by the Bank to the relevant Holders on the relevant Exchange Date.

3.7 Qualifications

(a)  Where Preference Shares are not fully paid and the Bank does not elect to call the unpaid issue price prior to
making a redemption, buy-back or cancellation of Preference Shares, the Bank may redeem, buy back or cancel
those Preference Shares for no cash consideration.

(b)  Theright of the Bank to redeem, buy back or cancel the Preference Shares due to a Tax Event or Regulatory
Event under clauses 3.4, 3.5 and 3.6 is subject to the condition that, if at the time there is available to the Bank the
opportunity to eliminate the Tax Event or Regulatory Event by amending these Terms of Issue (as permitted by
clause 9) or by taking some ministerial action, such as filing a form or making an election, or pursuing some other
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similar reasonable measure that, in each case, in the absolute discretion of the Bank, will not have any adverse
effect on the Bank, any of its Subsidiaries or Related Entities or the Holders and will not involve any material cost,
or the assumption of any material risk or liability, all as determined in the absolute discretion of the Bank, the
Bank will take that measure in lieu of redemption, buy-back or cancellation. The Bank may not redeem, buy back
or cancel any Preference Shares prior to, and any obligations of the Bank under this clause 3.7(b) terminate upon,
the earlier of:

(i}  the90th day following the date of the Tax Event or Regulatory Event; or

(i) the date that the Bank determines in its absolute discretion that amending these Terms of Issue or the
taking of some ministerial action will have an adverse effect on the Bank, any of its Subsidiaries or Related Entities
or the Holders or will involve material cost to, or the assumption of material risk or liability by, any such entity.

4. Australian taxes

All payments in respect of the Preference Shares will be made free and clear of and without withholding or
deduction for, or on account of, any present or future taxes, duties, assessments or governmental charges of
whatsoever nature ("'Taxes'’) imposed or levied by or on behalf of Australia or any political subdivision or
authority thereof ("‘Relevant Jurisdiction'’), unless such withholding or deduction of such Taxes is required by
law. In that event, the Bank will pay, as further dividends, such additional amounts ("’Additional Amounts’’) as
may be necessary so that the net amount received by the Holder, after such withholding or deduction, will equal
the amount that the Holder would have received in respect of the Preference Shares without such withholding or
deduction. However, the Bank will not pay any Additional Amount with respect to any Preference Shares in any
one or more of the following circumstances:

(a)  totheextent the Additional Amount (if it were a Dividend) would not be lawfully able to be paid or would
not be payable (in addition to the amount from which the withholding or deduction was made) under clause 2.3;
or

(b)  totheextent that the relevant Tax is imposed or levied by virtue of the Holder, or a beneficial owner, of the
Preference Shares having some connection with (whether present, past or future) or being or having been
engaged in any activity, trade or business in a Relevant Jurisdiction, other than being a Holder, or a beneficial
owner, of the Preference Shares; or

(0 totheextent that the relevant Tax is imposed or levied by virtue of the Holder, or a beneficial owner, of the
Preference Shares not complying with any statutory requirements or not having made a declaration of non-
residence in, or other lack of connection with, the Relevant Jurisdiction or any similar claim for exemption, to any
tax authority in the place where the Preference Share is presented for payment.

5. Rights on a Winding-Up
5.1 Rights on a Winding-Up
On a Winding-Up of the Bank, a Preference Share confers upon its Holder the right to payment in cash of the

Liquidation Preference out of the surplus (if any) available for distribution to shareholders, but no further or other
right to participate in the assets of the Bank or a return of capital in the Winding-Up.

5.2 Liquidation Preference
The Liquidation Preference is the sum of:

(a)  £1,0000r, if itis not possible in accordance with applicable law to pay £1,000 in Pounds Sterling, the
Australian Dollar Equivalent of £1,000; and

(b) if the amount described in clause 5.2(a) is paid in Australian Dollars, an amount in Australian Dollars equal
to the additional amount (if any) estimated by the liquidator of the Bank in his absolute discretion to be required
to convert the Australian Dollar amount referred to in clause 5.2(a) into Pounds Sterling equal to £1,000,
including amounts required to pay any estimated charges and expenses regarded by the liquidator of the Bank as
likely to be incurred in effecting such conversion.

For the purposes of clause 5.2(a), the Australian Dollar Equivalent of an amount expressed in Pounds Sterling will
be calculated by applying the Spot Rate on the date of payment of the amount in Australian Dollars or, if that day
is not a Business Day, on the Business Day immediately preceding the date of payment.
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5.3 Ranking for payment on a Winding-Up
Holders of Preference Shares will rank for payment of the Liquidation Preference on a Winding-Up of the Bank:

{a) inpriority to Ordinary Shares;
(b)  paripassuamongst themselves; and

() pari passuwith the most senior preference shares of the Bank.

6. Meetings and voting rights
6.1 Meetings

A Holder has the same rights as those conferred by the Constitution upon the holders of Ordinary Shares as
regards receiving notices of general meetings, reports, balance sheets and accounts and attending and speaking
at general meetings of the Bank. :

6.2 Voting rights

A Preference Share does not entitle its Holder tc vote at any general meeting of the Bank except in the following
circumstances:

(a)  onany proposal:

(i) toreduce the share capital of the Bank; or

(i)  that affects the rights attached to the Preference Shares; or

(i) towind up the Bank; or

{iv forthedisposal of the whole of the property, business and undertaking of the Bank; or
(b)  onany resolution to approve the terms of a share buy back agreement; or

{c)  during a period in which a Dividend has been declared but has not been paid in full by the relevant Dividend
Payment Date; or

{d) during the Winding-Up of the Bank,

in which case the Holders of Preference Shares have the same rights as to manner of attendance and to voting as a
holder of Ordinary Shares with:

()  onevote per fully paid Preference Share; and

(i) afraction of a vote for each Preference Share which is not fully paid equal to the proportion which the
amount paid is of the total amounts paid and payable in respect of each such Preference Share.

7. Calls and payment up

The Issue Price of any Preference Shares will become immediately due upon a call being made by the Bank at any
time by not less than 30 days' notice to Holders where:

(a)  both:

(i) aCapital Deficiency Event occurs and is continuing and such event cannot be avoided by the Bank taking
reasonable measures available to it and APRA requests substitution of the Preferred Securities; and

(i) the Bank determines that the First Option (as defined in the Exchange Agreement) is to apply for the
purposes of the Exchange Agreement; or

(o) anlInsolvency Event occurs and is continuing.

This clause does not apply to any Preference Share which is fully paid.

8. General rights attaching to Preference Shares
8.1  Ranking

(a) Preference Shares rank equally among themselves and are subordinated to all depasitors and creditors of
the Bank. Preference Shares are not deposits or liabilities of the Bank and are not subject to the depositor
protection provisions of Australian banking legislation. Preference Shares rank pari passuwith the most senior
preference shares of the Bank in respect of the payment of Dividends which have been declared or are otherwise
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payable and in respect of the payment of Dividends which have been declared or are otherwise payable on all such
other preference shares. Preference Shares rank pari passuwith the most senior preference shares of the Bank in
respect of a return of capital on a Winding-Up of the Bank.

{b) Theissue of any other preference shares by the Bank which rank in priority to Preference Shares in respect
of dividends or return of capital on a Winding-Up constitutes an alteration of the rights attached to the
Preference Share.

()  TheBank reserves the right to issue further Preference Shares, preference shares (whether redeemable or
not) or other capital securities which rank equally with or behind existing Preference Shares, whether in respect of
dividends (whether accumulative or not), return of capital on a Winding-Up or otherwise. Such anissue does not
constitute a variation or cancellation of the rights attached to the then existing Preference Shares.

8.2 Nosetoff

Any amount due to a Holder in respect of Preference Shares may not be set off against any claims by the Bank on
the Holder. Any amount due to the Bank in respect of the Preference Shares may not be set off against any claims
by the Holder on the Bank.

8.3 Restrictions on other issues

Until the date on which all Preference Shares have been redeemed, bought back or cancelled, the Bank must not,
without approval of a Special Resolution passed at a separate meeting of Holders, issue shares ranking in priority
to Preference Shares or permit the conversion of any existing shares to shares ranking in priority to Preference
Shares, but the Directors are at all times authorised to issue further Preference Shares, preference shares or other
capital securities ranking equally with or behind any existing Preference Shares.

8.4 Takeovers and schemes of arrangement

If a takeover bid is made for Ordinary Shares, acceptance of which is recommended by the Directors, or the
Directors recommend an arrangement under Part 5.1 of the Corporations Act in respect of the Ordinary Shares
which would result in a person other than the Bank having a relevant interest in more than 50% of the Ordinary
Shares, the Directors will use reasonable endeavours to procure that equivalent takeover offers are made to
Holders or that they are entitled to participate in the arrangement under Part 5.1 of the Corporations Actor a
similar transaction.

8.5 Participation in new issues

The Preference Shares will not confer any rights to subscribe for new securities in the Bank or to participate in any
bonus issues.

8.6 Payments

If any amount falls due for payment under these Terms of Issue on a day which is not a Business Day then payment
of the amount otherwise payable on that day will be made on the next succeeding day which is a Business Day
(without any interest or other payment in respect of that delay).

9.  Amendments to the Terms of Issue

Subject to complying with all applicable laws and with the prior approval of APRA (if such approval is then
required), the Bank may, without the authority, assent or approval of Holders, amend or add to the Terms of Issue
where the amendment or addition is, in the opinion of the Bank:

{a) of aformal, minor or technical nature; or
(b) made to correct a manifest error; or

(@  madeto comply with any law, ASX Listing Rules or the listing or quotation requirements of any stock
exchange on which the Bank proposes from time to time to seek quotation of Preference Shares; or

(d)  convenient for the purpose of obtaining or maintaining the quotation of Preference Shares,
and is not likely (taken as a whole and in conjunction with all other modifications, if any, to be made

contemporaneously with that modification) to be materially prejudicial to the interests of the Holders.
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10. Governing law
These Terms of Issue are governed by the law in force in the State of New South Wales, Australia.

11. Interpretation and definitions
11.1 Definitions
These meanings apply unless the contrary intention appears:

“Additional Amounts’’ has the meaning given to that term in clause 4.

“APRA" means the Australian Prudential Regulation Authority in Australia and shall include any successor
organisation or authority having primary responsibility for the prudential supervision of banks in Australia.

“ASX' means the Australian Stock Exchange Limited (ABN 98 008 624 691) or its successor from time to time.
"ASX Business Day'' means a business day as defined in the ASX Listing Rules.
"ASX Market Rules’ means the operating rules of ASX from time to time.

""ASX Listing Rules’’ means the listing rules of ASX from time to time with any modifications or waivers in their
application to the Bank which ASX may grant.

"“Australian Dollar Equivalent’ has, for the purpose of clause 5, the meaning given in clause 5.2.
"Australian Dollars” and "A$"" means the lawful currency of Australia.
"‘Available Profits'' means as at the Record Date for the payment of a Dividend:

(a) the consolidated net profit after tax of the consolidated Group for the most recent Reporting Year for which
publicly available financial results for the consolidated Group are available (as disclosed in the publicly available
financial results for the consolidated Group),

less (without double counting):

{b) the aggregate amount of any interest, dividends or distributions paid, decided to be paid or unconditionally
liable to be paid by the Bank or any of its subsidiary undertakings or other entities in the 12 month period up to
that Record Date in relation to:

(i) any Parity Obligations; or

(i) any Ordinary Shares or other capital instruments or other obligations of the Bank over which the Preference
Shares rank in priority for profits,

except to the extent that any such interest, dividends or distributions, directly or indirectly, are beneficially
received or receivable by a member of the Group (in its own corporate capacity).

““Bank’’ means Macquarie Bank Limited (ABN 46 008 583 542).

’Bank Exchange Notice'' means a notice given by the Bank to a Holder under clause 3. 1(a)i).

“’Bank (Event) Exchange Notice'’ means a notice given by the Bank to a Holder under clause 3. 1(a)i).
"“Banking Act'' means the Banking Act 1959 of Australia.

“"Benchmark Gilt"” means, in respect of a Reset Period, such United Kingdom government security having a
maturity date on or about the last day of such Reset Period as the Calculation Agent, with the advice of the
Reference Dealers, may determine to be appropriate.

"Business Day'' means any day, other than a Saturday or Sunday, on which commercial banks and foreign
exchange markets settle payments in Pounds Sterling and are open for general business in Sydney, London and
New York.

"'Buy-Back Agreement’’ means an agreement under which the Bank buys back Preference Shares in the form
contained in the Schedule to these Terms of Issue.

""Capital Adequacy Regulations’’ means at any time the regulations, requirements, guidelines and policies of
APRA relating to capital adequacy then in effect in each case as they are applied to the Bank and the Group.

“Calculation Agent’” means the Bank or, if appointed, any calculation agent or successor calculation agent
appointed under any Agency Agreement.
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""Capital Deficiency Event’ shall occur if:

(a) theTotal Capital Ratio or the Tier 1 Capital Ratio, or their then equivalent, of the Bank (on a Level 1 basis) or
of the Group (on a Level 2 basis), does not comply with the Capital Adequacy Regulations; or

{(b)  the Directors in their sole discretion notify APRA that they have determined that the event described in (a)
above is expected to occur in the near term.

"Constitution’’ means the constitution of the Bank as amended from time to time.

“Convertible Debentures’’ means the Pounds Sterling @% Reset Subordinated Convertible Debentures due
2050 issued by the Bank, acting through its London branch.

"“Corporations Act” means the Corporations Act 2001 of Australia.

""Directors’ means some or all of the directors of the Bank acting as a board and includes a duly appointed
committee of the directors of the Bank.

"Dividend’’ has the meaning given in clause 2.2.

"‘Dividend Payment Date’’ means a Fixed Rate Payment Date and a Reset Payment Date.
""Dividend Period’’ means a Fixed Rate Dividend Period or a Reset Dividend Period.
""Dividend Rate'’ means, in respect of a Preference Share:

(a)  foreach Dividend Period until the First Optional Redemption Date, @ % per annum; and
(b)  foreach Dividend Period thereafter, the sum of the Reset Rate and @% per annum.

""Early Redemption Date’’ means any date designated for the redemption, buy-back or cancellation of
Preference Shares for tax or regulatory reasons as set out in clause 3.1(e).

"Exchange’’ means the redemption, buy-back or cancellation of Preference Shares, as determined by the Bank in
accordance with clause 3.1(b).

“Exchange Agreement’’ means the Exchange Agreement dated @ September 2004 between the Bank and
Macquarie Capital Funding (GP) Limited (both in its capacity as general partner of Macquarie Capital Funding L.P.
and in its own corporate capacity).

""Exchange Date’’ has the meaning given in clause 3.1(e}.
“Exchange Notice’’ means a notice given by the Bank to a Holder under clause 3.1(a).
"'First Optional Redemption Date’’ means 15th April 20@.

“Five-Year Benchmark Gilt Rate'* means, in respect of a Reset Period, the gross redemption yield (as calculated
by the Calculation Agent on the basis set out by the United Kingdom Debt Management Office in the paper
“Formulae for Calculating Gilt Prices from Yields' page 4, Section One: Price/Yield Formulae "'Conventional Gilts;
Double-dated and Undated Gilts with Assumed (or Actual) Redemption on a Quasi-Coupon Date’’ (published 8th
June 1998 and updated on 15th January 2002)) on a semi-annual compounding basis (converted to an annualised
yield and rounded, if necessary, to four decimal places with 0.00005 being rounded upwards) of the Benchmark
Gilt in respect of that Reset Period, with the price of the Benchmark Gilt for this purpose being the arithmetic
average (to four decimal places, rounded as aforesaid) of the bid and offered prices of such Benchmark Gilt
quoted by the Reference Dealers at 3:00 p.m. (London time) on the relevant Reset Determination Date on a
dealing basis for settlement on the next following London Business Day.

""Fixed Rate Dividend Period"’ means each period which:

(a)  begins on the last Preferred Security Payment Date prior to the Issue Date or on a Fixed Rate Payment Date
after the Issue Date but prior to the first Reset Date; and

{b)  ends on the day that precedes:

(i) the next Fixed Rate Payment Date to occur; or

(il the Exchange Date,

whichever occurs first.

“Fixed Rate Payment Date’’ means 15th April and 15th October in each year, the first Fixed Rate Payment Date
being the first such date after the Issue Date and the last Fixed Rate Payment Date being the first Reset Date.
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"Group’’ means the Bank and its consolidated Subsidiaries.

""Guarantee’’ means the subordinated guarantee in respect of the Preferred Securities executed by the Bank on
@ September 2004 as a deed poll.

"Holder’’ means a person whose name is for the time being registered in the Register as the holder of a
Preference Share.

“Insolvency Event’’ means any of the following events (except where the event is for the purpose of a solvent
reconstruction or amalgamation of the Bank):

{a)  aproceeding is commenced by the Bank for an order that it be dissolved, wound-up or liquidated or for the
appointment of a provisional liquidator or administrator of the Bank;

(b)  aproceeding for an order of a kind described in paragraph (a) is commenced by any other person and such
proceeding is not discontinued or dismissed within 30 days of having been served on the Bank;

(00 aliquidator, provisional liquidator or administrator is appointed to the Bank and such appointment is not
revoked or set aside within 30 days of such appointment; or

(d)  areceiver or receiver and manager is appointed to the whole, or substantially the whole, of the Bank’s
property in the exercise of an Encumbrance and such appointment is not revoked or set aside within 30 days of
appointment and for this purpose "Encumbrance’ means any mortgage, pledge, charge, lien, assignment by
way of security, hypothecation, security interest, title retention, preferential right or trust arrangement and any
other security agreement or security arrangement or any other arrangement having the same effect as any of the
foregoing of whatsoever nature other than liens arising by operation of iaw.

“Issue Date'’' means, in respect of a Preference Share, the later of:

{(a)  thedate on which that Preference Share was first issued where the Preference Share is issued fully paid; and
(b)  the date on which that Preference Share was fully paid up.

"“Issue Price’’ has the meaning given to that termin clause 1.

“Level 1" and ""Level 2" have the same meaning as for the purpose of the Capital Adequacy Regulaticns.
“Liquidation Preference’’ has the meaning given in clause 5.2.

London Business Day’’ means a day, other than Saturday or Sunday, on which banks are open for business in
London.

""Make-Whole Redemption Price’’ means, with respect to a Preference Share, an amount equal to:
(a)  thelssue Price; or (if higher)

(b)  theprice, expressed as a percentage (rounded to four decimal places, 0.00005 being rounded upwards), at
which the gross redemption yield as calculated by the Calculation Agent on the basis set out by the United
Kingdoem Debt Management Office in the paper “'Formulae for Calculating Gilt Prices From Yields'' page 4,
Section One: Price/Yield Formulae *Conventional Gilt; Double-dated and Undated Gilt with Assumed (or Actual)
Redemption on a Quasi-Coupon Date’’ {published on 8th June 1998 and updated on 15th January 2002), on the
Preference Shares, if they were to be redeemed, bought back or cancelled (as the case may be) at such price on the
third dealing day prior to the date fixed for redemption, buy-back or cancellation, would be equal to the gross
redemption yield on such dealing day of the Reference Security plus 0.25% on the basis of the middie market price
of the Reference Security prevailing at 11:00 am (London time} on such dealing day as determined by the
Calculation Agent,

plus, in each case, any Additional Amounts remaining unpaid and the amount of any Dividend (whether or not the
Directors have resclved to pay it) calculated from (and including) the Dividend Payment Date immediately prior to
the Early Redemption Date (or the Preferred Security Payment Date immediately prior to the Exchange Date, if no
Dividend Payment Date has yet occurred or the date of issue of the Preferred Securities, if no Preferred Security
Payment Date has yet occurred) to (but excluding) the Early Redemption Date to the extent it is unpaid.

""Optional Dividend'’ means an optional dividend paid to Holders under clause 2.4.

"Optional Redemption Date'’ means the First Optional Redemption Date and any subsequent Reset Date as
notified in the Exchange Notice.

“Optional Redemption Price’ means, with respect to a Preference Share, an amount equal to the Issue Price,
plus any Additional Amounts remaining unpaid and the amount of any Dividend (whether or not the Directors
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have resolved to pay it) calculated from (and including) the Dividend Payment Date immediately prior to the
Optional Redemption Date to (but excluding) the Optional Redemption Date to the extent it is unpaid.

"Ordinary Share’’ means a fully paid ordinary share in the capital of the Bank.
""Parity Obligations’ means:

(@) any preference shares issued directly by the Bank before @ September 2004;
(b)  the Preference Shares, the Convertible Debentures and the Guarantee;

{¢)  any preference shares or other capital instruments issued directly by the Bank and ranking, in a Winding-Up
of the Bank, parf passu with the Bank's obligations under either (i) the Preference Shares, or (ii) the Convertible
Debentures and the Guarantee;

{(d) anypreference shares or other capital instruments issued by a Subsidiary of the Bank or any other entity and
entitled to the benefit of any guarantee or support agreement from the Bank ranking, in a Winding-Up of the
Bank, pari passuwith the Bank’s obligations under the Convertible Debentures and the Guarantee; or

{e)  any Permissible Replacement Assets (as defined in the terms and conditions of the Convertible Debentures)
or other capital instruments issued by a Subsidiary of the Bank or any other entity which, at the option of such
Subsidiary or the Bank, are convertible or exchangeable into Preference Shares (or preference shares or other
capital instruments ranking, in a Winding-Up of the Bank, pari passuwith the Bank's obligations under the
Preference Shares),

(other than the Preferred Securities or any similar capital instruments issued by an entity whose sole or principal
asset consists of any of the above) and which, in any such case, constitute capital instruments capable of being
eligible for inclusion as part of the Tier 1 Capital, or its then equivalent, of the Bank (on a Level 1 basis) or the
Group (on a Level 2 basis).

""Permissible Replacement Asset’’ has the same meaning as in the terms and conditions of the Convertible
Debentures.

"Pounds Sterling’’, “£" and “penny’’ means the lawful currency of the United Kingdom.

""Preference Share’’ means a non-cumulative, redeemable preference share in the share capital of the Bank
issued on these Terms of Issue.

"Preferred Security Payment’’ means a distribution on a Preferred Security in accordance with its terms.

“Preferred Security Payment Date’’ means each date on which a Preferred Security Payment is payable in
accordance with the terms of the Preferred Securities, whether or not a Preferred Security Payment is paid on that
date.

"Preferred Securities’' means the Pounds Sterling @% guaranteed non-cumulative step up perpetual preferred
securities of Macquarie Capital Funding L.P. and guaranteed on a subordinated basis by the Bank pursuant to the
Guarantee.

"Record Date’’ means:

(a)  with respect to a Dividend payable on a Dividend Payment Date, the date which is 11 ASX Business Days
before the Dividend Payment Date for that Dividend or such other date as may be required by ASX from time to
time; and

(b)  with respect to an Optional Dividend, the date prior to its date of payment as determined by the Bank or
such other date as ASX may determine from time to time.

"Reference Dealers’' means three brokers of U.K. government gilt-edged securities or market makers of U K.
government gilt edged securities chosen by the Calculation Agent.

""Reference Security’’ means, where the redemption, buy-back or cancellation under clauses 3.7 to 3.9 occurs
on or before the First Optional Redemption Date, the @% U.K. Treasury Stock due @, or if such security is no
longer in issue, such other United Kingdom government security as the Calculation Agent may, with the advice of
the Reference Dealers, determine to be appropriate; or where such redemption, buy-back or cancellation under
clauses 3.7 to 3.9 occurs after the First Optional Redemption Date, such United Kingdom government security
having a maturity date on or about the last day of the Reset Period in which such redemption, buy-back or
cancellation occurs, as the Calculation Agent, with the advice of the Reference Dealers, may determine to be
appropriate, in each case for the purposes of determining the Make-Whole Redemption Price.
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""Register’’ means the register of Preference Shares maintained by the Bank.

“"Regulatory Effect’ means the Preference Shares are no longer capital instruments capable of being eligible for
inclusion as part of the Tier 1 Capital, or its then equivalent, of the Bank (on a Level 1 basis).

"Regulatory Event”’ means:

{a)  theintroduction of, or an amendment or clarification to or change in (ar announcement of a prospective
introduction of, amendment or clarification to or change in) a law or regulation of Australia or any state or
territory thereof or any direction, order, requirement, guideline or statement of APRA which has, or would upon
becoming effective have a Regulatory Effect;

{b) thatthe Bank has received any written statement, notification or advice from APRA of the occurrence of any
act, matter or thing which has, or would on becoming effective have, a Regulatory Effect; or

() theBank has received an opinion of nationally recognised independent legal counsel in Australia
experienced in these matters to the effect that as a result of the occurrence on or after @ September 2004 of a
change in law, regulation or prudential statement or a change in interpretation or application of law, regulation
or prudential statement by any legislative body, court, governmental agency or regulatory authority, a Regulatory
Effect has occurred or will occur within 90 days of such opinion.

"Related Entity"’ of an entity, means another entity which is related to the first within the meaning of section 50
of the Corporations Act or is in any economic entity (as defined in an applicable approved accounting standard)
which contains the first and "‘Related Entities’’ has a corresponding meaning.

"Relevant Proportion” means, for the purpose of clause 2.11, the amount of Available Profits as of the Record
Date divided by the sum of:

(@)  the total amount originally scheduled to be paid by way of Dividend on the Preference Shares on the
relevant Dividend Payment Date; and

{(b)  thesum of any interest, dividends or other distributions or payments in respect of other Parity Obligations
due and payable on that Dividend Payment Date,

with all such amounts converted where necessary for the purpose of such calculation by the Bank into Australian
dollars by reference to the relevant exchange rate prevailing (as determined by the Bank) on the relevant Record
Date.

""Reporting Year” means each 12 month period ending 31st March or 30th September, or such other period
approved by APRA in circumstances where the Bank has changed its reporting period for its financial results.

"'Reset Date’’ means the First Optional Redemption Date and each fifth anniversary of that date.

‘"Reset Determination Date’’ means, in respect of a Reset Period, the day that is five London Business Days prior
to the beginning of that Reset Period.

""Reset Dividend Period" means a period which:
(a) inrespect of the first Reset Dividend Period:

(i) ifthelssue Date occurs on or before the First Optional Redemption Date, begins on the First Optional
Redemption Date; or

(i) ifthelssue Date occurs after the First Optional Redemption Date, begins on the last Preferred Security
Payment Date prior to the Issue Date; and

(b) inrespect of each subsequent Reset Dividend Period, begins on a Reset Payment Date,
and in each case ends on the day that precedes:

(c)  thenext Reset Payment Date to occur, or

(d)  the Exchange Date,

whichever occurs first.

""Reset Payment Date’’ means each 15th April and 15th October, the first Reset Payment Date being the First
Optional Redemption Date (or the first such date after that date which is after the Issue Date).

"Reset Period"’ means a pericd of five years:

(a) from(andincluding) a Reset Date; and
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(b)  to(butexcluding) the next Reset Date or the Exchange Date, whichever occurs first.

"Reset Rate’’ means, at any time during a Reset Period, the Five-Year Benchmark Gilt Rate in respect of that
Reset Period.

""Special Resolution’ means a resolution passed at a separate meeting of Holders by at least 75% of the votes
validly cast by Holders in person or by proxy and entitled to vote on the resolution.

""Spot Rate'’ means, with respect to any specified date, the spot rate as published by the Bank of England on such
date or, if that rate ceases to be available, the average of the rates quoted to the Bank or the liquidator of the
Bank (as the case may be) by at least three banks selected by the Bank or that liquidator for the purchase of
Pounds Sterling with Australian Dollars.

"Subsidiary’’ of an entity means another entity which is a subsidiary of the first within the meaning of Part 1.2
Division 6 of the Corporations Act or is a subsidiary or otherwise controlled by the first within the meaning of any
applicable approved accounting standard and "“Subsidiaries’ has a corresponding meaning.

“Tax Act'’ means:

(a)  thelncome Tax Assessment Act 1936 of Australia or the Income Tax Assessment Act 1997 of Australia as
the case may be, as amended, and a reference to any section of the Income Tax Assessment Act 1936 of Australia
includes a reference to that section as rewritten in the Income Tax Assessment Act 1997 of Australia; and

(b)  anyother Act setting the rate of income tax payable and any regulation promulgated thereunder.

“Tax Event’’ means that the Bank has received an opinion of competent tax counsel to the effect that there has
been a Tax Law Change on or after @ September 2004 and that following the occurrence of such Tax Law
Change, there is more than an insubstantial risk that the Bank would be exposed to more than a de minimis
increase in its costs (including a more than de minimisincrease in further Dividends payable as Additional
Amounts) in relation to the Preference Shares as a result of any taxes, duties or other governmental charges.

"Tax Law Change'' means:

(a)  anamendmentto, change in or announced proposed change in any laws, or any regulations under those
laws; or

(b)  ajudicial decision interpreting, applying or clarifying those laws or regulations; or

(¢} anadministrative pronouncement or action that represents an official position, including a clarification of
an official position, of the governmental autherity or regulatory body making the administrative pronouncement
or taking any action,

which amendment or change is adopted or which proposed change, decision or pronouncement is announced or
which action or clarification occurs on or after @ September 2004.

“Tier 1 Capital’’ means the core capital of the Bank (on a Level 1 basis) or the Group (on a Level 2 basis}, as the
case may be, as defined by APRA for the purposes of the Capital Adequacy Regulations.

“"Tier 1 Capital Ratio’’ means at any time the ratio so prescribed by APRA for the purposes of the Capital
Adequacy Regulations.

Total Capital Ratio’”’ means at any time the ratio so prescribed by APRA for the purposes of the Capital
Adequacy Regulations.

"U.K." and "United Kingdom’’ means the United Kingdom of Great Britain and Northern Ireland.

“Winding-Up'' means any procedure whereby the Bank may be wound-up, dissolved, liquidated or cease to exist
as a body corporate whether brought or instigated by a holder of a Preference Share or any other person, but
excludes any Winding-Up which results in there being a successor to the Bank and the obligations under the
Preference Shares are assumed by that successor.

11.2 Interpretation
In these Terms of Issue, unless the contrary intention appears:

(a) areference toaclauseis areference to a clause in the Terms of Issue;
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(b) areferenceto:

(i) legislation (including subordinate legislation) or guidelines published by a Government Agency is to that
legislation or those guidelines as amended, re-enacted or replaced, and includes any subordinate legislation
issued under it;

(i) adocument or agreement (including the Constitution and these Terms of ssue), or a provision of a
document or agreement, is to that document, agreement or provision as amended, supplemented, replaced or
novated;

(i) aparty to any other document or agreement includes a permitted substitute or permitted assign of that
party; and

{(iv) anything includes any part of it;

{0 asingular word includes the plural, and vice versa;

{d) awordwhich suggests one gender includes the other genders;

{e) if awordisdefined, another part of speech has a corresponding meaning;

{(f)  headings are for convenience only, and do nct affect interpretation;

(g) theword “person’ includes:

(i) anytype of entity or body of persons, whether or not it is incorporated or has a separate legal identity; and

iy any executor, administrator, or successor in law of that person.

Schedule - Buy-Back Agreement

1. Agreement
(a)  This agreement is entered into between the Bank and the Holders for the time being of Preference Shares
and shall come into force and effect upen the happening of the last to occur of the following events:

(i) the Bank giving an Exchange Notice to each of the Holders that it has determined to buy back the
Preference Shares identified in the Exchange Notice; and

(i) the Bank obtaining all consents (if any) to the Buy-Back which are required to be obtained from the Bank's
shareholders or any regulatory authority or other person pursuant to and in the manner required by any
applicable law or by the quotation rules of any stock exchange on which the Preference Share are quoted.

(b)  Theterms and conditions set out in this agreement are of no force and effect unless and until the
agreement has become effective under clause 1(a).

2. Buy-Back
Each Seller agrees to sell to the Buyer the Buy-Back Shares on the terms set out in this agreement.

3. Consideration
The Buyer will pay to each Seller in respect of each Buy-Back Share an amount equal to:

(a)  if the buy-back occurs as a result of a Bank Exchange Notice, the Optional Redemption Price; or

(b) if the buy-back occurs as a result of a Bank (Event) Exchange Notice, the Make-Whole Redemption Price.

4. Completion

The Buy-Back will be effected on the date specified in the Exchange Notice as the date for completion of the Buy-
Back, which will be determined in accordance with the Terms of Issue by the Buyer paying the amount determined
under clause 3 to the Seller and the Seller delivering to the Buyer a duly executed transfer of the Buy-Back Shares.

5. Appointment of attorney

By virtue of its holding of the Buy-Back Shares, each Seller irrevocably appoints any director or officer or duly
authorised attorney of the Bank (each an Attorney) as the true and lawful attorney of the Seller to execute a
transfer to the Buyer in registrable form of the Buy-Back Shares (or such other document by which title to the
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Buy-Back Shares may be vested in the Buyer) and to give any necessary direction to any other person or take any
other action which may be required to facilitate the transfer to the Buyer of the Buy-Back Shares, and agrees that
in exercising this power of attorney the Bank or any Attorney shall be entitled to act in the interests of the Bank (or
anominee) as the Buyer of the Buy-Back Shares.

6. Definitions and interpretation

All words and expressions used in this agreement which are defined in the Terms of Issue have the same meaning
in this agreement.

"“Buy-Back' means, in relation to the Preference Shares, the purchase of the Preference Share from the Holder
for the time being by the Buyer pursuant to this agreement.

""Buy-Back Shares'' means the Preference Shares referred to in the Exchange Notice which are the subject of the
Buy-Back under this agreement.

“Buyer’’ means the Bank or any permitted transferee of the Buy-Back Shares nominated by the Bank to be the
purchaser of the Buy-Back Shares.

“Exchange Notice’ means a notice given by the Bank to Holders from time to time under clause 3.1 of the Terms
of Issue.

“Seller’” means each Holder from time to time to whom the Bank gives an Exchange Notice which indicates that
Preference Shares are to be bought back by the Bank.

“Terms of Issue’” means the terms of issue of the Preference Shares of which this Schedule forms a part.
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Regulatory Environment

Overview

The Bank's business is subject to supervision and regulation by the Australian Prudential Regulation Authority
("APRA"), the Australian Securities and Investments Commission and the Australian Competition and Consumer
Commission. In addition, the Reserve Bank of Australia ("RBA’’) has a role relating to the objectives of monetary
policy, overall financial system stability and regulation of the payments system. The RBA has no obligation to
protect the interests of bank depositors and will not supervise any individual financial institution as such matters
are the responsibility of APRA as described below, however the RBA has a discretion to provide emergency
liquidity support to the financial system.

Banking - capital adequacy

APRA imposes guidelines for the capital adequacy of banks and other authorised deposit-taking institutions
("ADIs'") as an essential part of its prudential supervision of ADIs. APRA supervises the capital adequacy on both a
stand-alone (Level 1) and consolidated group (Level 2) basis. Generally, an ADI should consolidate in accordance
with Australian accounting standards, however, there are exceptions to this where a subsidiary is subject to a
different supervisory regime by APRA or approved by APRA, or where APRA has approved non-consolidation for
other reasons. in such cases, the subsidiary should be sufficiently capitalised so as not to compromise the stability
of the parent ADI. Life and general insurance subsidiaries as well as funds management subsidiaries come into this
category. APRA may prescribe that certain ADIs (i.e. conglomerates where it is deemed an assessment on a
consolidated (or Level 2) basis is not sufficient) are subject to a Level 3 capital adequacy assessment. Essentially,
the capital calculation should have regard to all group members (whether ADIs or entities subject to a different
supervisory regime and not consolidated for other returns) and the capacity of any surplus capital to be moved
around the group according to need. Unlike the assessments done on a stand-alone (Level 1) and consolidated
{Level 2) basis, there will be no prescribed minimum capital adequacy requirement. Instead ADIs will provide
benchmarks which will be agreed with APRA on a continuous basis.

Under APRA’s existing bank capital adequacy guidelines, balance sheet assets and off-balance sheet exposures
are assessed according to broad categories of relative credit risk, based largely on the nature of the asset or
counterparty. There are four categories of risk weights (0%, 20%, 50%, 100%) applied to the different types of
assets or counterparties. As an example, residential mortgage lending to individual borrowers is risk weighted at
50%, where the [oan to valuation ratio is less than or equal to 80%, or where the loan to valuation ratio exceeds
80% and acceptable mortgage insurance is obtained. Off-balance sheet exposures are taken into account by
applying different categories of credit conversion factors to arrive at credit equivalent amounts, which are then
weighted in the same manner as balance sheet assets according to the counterparty. The credit conversion
factors are based on, and are broadly consistent with, the recommendations of the April 1995 Basel Committee
amendment to its Capital Accord. Risk weighted assets also include market risk weighted assets which are
calculated on all trading positions using a Value-at-Risk ("'VAR') model that has been approved by APRA.

Capital, for APRA supervisory purposes, is classified into two tiers, referred to as Tier 1 and Tier 2. APRA requires
all ADIs to maintain a minimum ratio of capital to risk-weighted assets of 8%, at least half of which must be
maintained in the form of Tier 1 capital. APRA will also consider other risk factors such as asset quality, adequacy
of provisioning, credit risk concentration or profitability that have not been incorporated or accounted for
quantitatively in the framework when assessing the overall capital adequacy of an ADI.

Tier 1, or “"core’’ capital, consists of paid up ordinary share capital, general reserves, retained earnings, current
year's earnings net of expected dividends and tax earnings, minority interests in subsidiaries on consolidation and
non-cumulative irredeemable preference shares and other innovative capital instruments {capped at 25% of all
other components of Tier 1 capital). Specific deductions from Tier 1 capital are required for intangible assets and
goodwill, future income tax benefits, retained earnings of funds management and commercial subsidiaries and
equity investments in non-subsidiary entities not operating in the field of finance which exceed APRA's prescribed
thresholds. Tier 2 capital, or “supplementary” capital, includes other elements which, to varying degrees, fall
short of the quality of Tier 1 capital but nonetheless contribute to the overall strength of an entity as a going
concern, and is divided into Upper Tier 2 capital (i.e. elements that are essentially permanent in nature) and Lower
Tier 2 capital (i.e. instruments that are not permanent). Upper Tier 2 capital comprises provision for uncertainties,
revaluation reserves of premises and securities, cumulative irredeemable preference shares approved by APRA,
mandatory convertible notes and similar capital instruments approved by APRA, perpetual subordinated debt
approved by APRA and any other hybrid capital instruments of a permanent nature which are ineligible for
inclusion in Tier 1 capital as a result of the 25% limit. Lower Tier 2 capital includes term subordinated debt and
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limited life redeemable preference shares, the amount of which is scaled based on term to maturity. Lower Tier 2
capital is limited to a maximum of 50% of an ADI's net Tier 1 capital.

Restrictions on ownership and transfer of shares in the Bank

The acquisition of shares in Australian public companies listed on the ASX is regulated by detailed and
comprehensive legislation and the rules of the ASX. Legislation also affects the offer of shares for sale in certain
circumstances.

The most common manner in which a controlling shareholding is acquired in an Australian listed company is by a
takeover bid. The form and content of the bid documentation is regulated by law. Australian takeover law
purports to have extra-territorial force. Australian law may therefore apply to a transaction outside Australia with
respect to a non-Australian company if the transaction affects the control of voting power in an Australian
publicly listed company. See " Takeovers and substantial shareholding provisions’”.

Australian law also regulates the acquisition of shares in Australian corporations by foreign persons under the
Foreign Acquisitions and Takeovers Act 1975 ('FATA"). FATA empowers the Australian Treasurer to prohibita
proposed acquisition of shares in an Australian corporation where the result of the acquisition will be that a
foreign person (together with its associates) would have an interest of not less than 15% of the issued shares of a
corporation, or two or more foreign persons (together with their associates) would in aggregate have an interest
in 40% of the issued shares of a corporation that has total assets valued at A$50,000,000 or more, such as the
Bank. In addition, FATA requires foreign persons who propose to make such acquisitions first to notify the
Australian Treasurer of their intention to do so. Failure to notify the Treasurer of a propased acquisition is an
offence under FATA. Proposals notified to the Treasurer are examined under the test of whether the proposal is
contrary to Australia’s national interest. Where such an acquisition has already occurred without notice having
been given, the Australian Treasurer has the power to order a person that acquired the shares to dispose of them.
The concepts of acquisition, interest, associate and foreign person are very widely defined in FATA and investors
should seek their own advice on the application of this Act.

Australian law also regulates acquisitions of shares in Australian companies which would have the effect, or be
likely to have the effect, of substantially lessening competition in a market in Australia, or in a state or territory
thereof, under the Trade Practices Act 1974, Investors should seek their own advice on the application of this Act.

There are also restrictions placed upon shareholdings in Australian banks generally under the Financial Sector
(Shareholdings) Act 1998 ("'Financial Sector Act’’). Under the Financial Sector Act, the Australian Treasurer’s
prior approval is required before any person, including a corporation, may acquire shares in an authorised
deposit-taking institution, of which the Bank is one, in Australia where the acquisition would take that person’s
stake in that institution to more than 15%. A person’s stake relates to the direct control interest of that person or
its associates in the shares of a company. The concepts of stake, direct control interests, voting power, associates
and shares are broadly defined in the Financial Sector Act and investors should seek their own advice on the
application of this Act.

Takeovers and substantial shareholder provisions

Under the Corporations Act, a person cannot acquire voting shares in a listed company (such as the Bank) if that
person’s or someone else’s voting power in the company increases from 20% or below to more than 20%, or from
a starting point that is above 20% and below 90%, unless those shares are acquired in a manner specifically
permitted under an exception. Exceptions include that the acquisition was previously consented to by the
shareholders of the company, that the acquisition is made under a court approved scheme of arrangement or that
the acquisition results from the acceptance of an offer under a takeover bid made to all shareholders holding the
same class of voting shares for all or a proportion, being an equal proportion for each holder, of their voting
shares in the company.

The Corporations Act also obliges persons who begin to have, or cease to have, a substantial holding in a fisted
company (being a relevant interest of that person, or their associates, in 5% or more of the voting shares of the
company), or whose substantial holding moved at least 1%, to give notice to the company and to the ASX of their
substantial shareholdings and such movements.

Generally, the concept of a voting share does not include certain types of preference shares with limited voting
rights (such as the Substituted Preference Shares). However, the takeover and substantial holding provisions may
apply on the issue of Ordinary Shares on conversion of the Substituted Preference Shares.

80



o

The concepts of "'relevantinterest”, ""associates’” and "“acquire” are very broadly defined and investors should
seek their own advice on the application of the Corporations Act. In very general terms:

] a person'’s voting power equals the votes attached to the voting shares in which the person and its
associates have a relevant interest, which is basically where they hold, or have or control the exercise of, the right
or power to vote or dispose of the shares, expressed as a percentage of all the voting shares in the company, but
there are additional inclusions and certain exceptions;

° a person acquires shares in a company if, as a direct or indirect result of a transaction in relation to securities
of any body corporate, that person acquires a relevantinterest in those shares and, as a result of extensive tracing
provisions concerning relevant interests, a person may be taken to have acquired our shares for example as a
result of the purchase of securities in another body corporate if that bedy corporate holds or acquires a relevant
interest in our shares; and

. an associate (the second person) of the primary person is widely defined in division 2 of part 1.2 of the
Corporations Act and includes, among others, a body corporate the primary person controls, a body corporate
that controls the primary person, or a body corporate that is controlled by an entity that controls the primary
person as well as persons acting, or agreeing or proposing to agree to act, in concert in relation to the listed
company's affairs.
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Taxation

General

Prospective investors should inform themselves as to the tax consequences within the countries of their residence
and domicile of the acquisition, holding or disposal of Preferred Securities. The comments below are of a general
nature based on law and published practice as at the date hereof in each jurisdiction referred to and do not
constitute tax or legal advice and should be treated with appropriate caution. They relate only to the position of
persons who are the absolute beneficial owners of their Preferred Securities and hold their Preferred Securities as
an investment (unless otherwise specified). Any investors who are in doubt as to their personal tax position should
consult their professional advisers. In assessing their tax position, investors should note that the Issuer is a Jersey
limited partnership and not a legal entity separate from its partners.

Australian Taxation

The following is a summary of the taxation treatment under the income Tax Assessment Acts 1936 and 1997 of
Australia (together, "Australian Tax Act’’), at the date of this Offering Circular, of Distributions on the Preferred
Securities, payments under the Guarantee, payments of interest (on the Convertibie Debentures), dividend
payments on the Substituted Preference Shares and certain other matters relating to the purchase, ownership
and disposition of the Preferred Securities and the ownership and disposition of the Substituted Preference
Shares. The summary is based on the opinion of Mallesons Stephen Jaques, Australian legal advisers to the Issuer
and the Bank and is intended as a descriptive summary only. It is not exhaustive and does not purport to be a
complete technical analysis or to list all potential Australian tax effects. The summary is based upon laws,
regulations, rulings, judicial decisions and administrative practice now in effect and is subfect to changes
(including changes with retroactive effect) in laws, requlations, rulings, judicial decisions and administrative
practice. The summary also refers to the new Australia-U. K. double tax convention and similar provisions may
apply, either now or in the future, under other double tax conventions.

This summary assumes that the holder of the Preferred Securities and the holder of the Substituted Preference
Shares will not be a resident of Australia for Australian income tax purposes (including a resident of Australia
holding the Preferred Securities in the course of carrying on a business at or through a permanent establishment
outside Australia) and will not hold the Preferred Securities or Substituted Preference Shares as part of a business
carried on by the holder at or through a permanent establishment in Austratia. This summary assumes that the
holder will be a resident of the United Kingdom for the purposes of the Australia-U.K. double tax convention. The
summary also does not deal with the position of certain classes of holders of the Preferred Securities or the
Substituted Preference Shares (including, dealers in securities, custodians or other third parties who hold
securities or other financial products on behalf of third parties).

Persons considering the purchase of the Preferred Securities should consuit their own professional advisers
concerning the consequences of the purchase, ownership and disposition of the Preferred Securities (or acquiring
rights in respect of the Preferred Securities) in their particular circumstances under Australia’s tax laws, the laws of
any other applicable taxing jurisdiction and any applicable double tax convention.

1.  Australian Withholding Tax
Payments of Distributions on the Preferred Securities
Distributions will not be subject to Australian withholding tax.

Payments under the Guarantee

Payments to holders in respect of the Preferred Securities by the Bank under the Guarantee will not be subject to
Australian withholding tax, except that payments of interest on an overdue amount due under the Guarantee will
be subject to Australian interest withholding tax at the rate of 10%.

Payments of interest to U.K. Residents

The Australian government has recently signed a new double tax convention with the United Kingdom ("'U.K."").
The new Australia-U.K. double tax convention applies to interest paid on or after 1st July 2004 and derived by a
resident of the U K. It effectively prevents Australian interest withholding tax applying to interest derived by the
government of the U.K., certain U.K. governmental authorities and agencies and certain financial institutions
residentin the U.K. which are unrelated to the payer and which substantially derive their profits by carryingon a
business of raising and providing finance.
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Payments of interest on the Convertible Debentures

The Convertible Debentures are issued by the Bank, acting through its London branch, and are capital
instruments capable of being eligible for inclusion as part of the Tier 1 capital of the Bank (on a Level 1 basis)
within the meaning of the regulations, requirements, guidelines and policies of the Australian Prudential
Regulatory Authority relating to capital adequacy as they are applied to the Bank. So long as payments of interest
on the Convertible Debentures are incurred by the Bank in acting at or through a permanent establishment
outside Australia and the funds raised through the issue of the Convertible Debentures are not transferred
directly or indirectly to Australia, payments of principal and interest under the Convertible Debentures will not be
subject to Australian withholding tax.

Payments of dividends on the Substituted Preference Shares

Dividends paid by the Bank on the Substituted Preference Shares may be either franked or unfranked dividends.
Australian corporations, such as the Bank, are required to provide shareholders with notices detailing the extent
to which a dividend is franked or unfranked and the deductions (if any) of dividend withholding tax. Broadly, to
the extent to which those dividends have been paid out of profits which have been subject to Australian corporate
income tax, they will be franked dividends. Fully franked dividends paid to non-residents will not be subject to
Australian dividend withholding tax. Unfranked or partially franked dividends paid to such persons will be subject
to Australian dividend withholding tax, unless a specific exemption is available.

Dividends are also exempt from Australian dividend withholding tax to the extent to which they are the subject of
an "'FDA Declaration’’, being a declaration by the Bank that the dividend is sourced from certain non-Australian
dividends received by the Bank. Where the Bank makes an FDA Declaration in relation to a dividend, it will be
required to give to the shareholders before or at the time of payment of the dividend a statement specifying
certain matters including the extent to which the dividend is either franked or subject to an FDA Declaration.

The interaction of Australia’s income tax law and the new Australia-U.K. double tax convention will limit
Australian dividend withholding tax on unfranked or partially franked dividends paid on the Substituted
Preference Shares to a U.K. resident who is beneficially entitled to the dividend as follows:

. Australian dividend withholding tax of 5% of the unfranked part of the gross dividends is payable if the
person beneficially entitled to the dividends is a company which holds a least 10% of the voting power in the
Bank; and

. in other circumstances, Australian dividend withholding tax of 15% of the unfranked part of the gross
dividends is payable.

Payment of additional amounts

As set out in more detail in the relevant terms and conditions of the Preferred Securities, the Guarantee, the
Convertible Debentures and the Substituted Preference Shares, as the case may be, if the Issuer or the Bank is at
any time compelled or authorised by law to deduct or withhold an amount for, or on account of, any present or
future taxes, duties, assessments or governmental charges of whatsoever nature imposed or levied, by or on
behalf of a Relevant Taxing Jurisdiction or by any authority therein or thereof having power to tax in respect of the
Preferred Securities, the Guarantee, the Convertible Debentures or the Substituted Preference Shares, as the case
may be, the Issuer or the Bank must, if permitted by APRA and subject to certain exceptions, pay such additional
amounts as may be necessary in order that the net amounts receivable by the payee after such deduction or
withholding shall equal the respective amounts which would have been receivable in the absence of such
deduction or withholding. ''Relevant Taxing Jurisdiction’’ means (i) in the case of the Preferred Securities, the
United Kingdom, Jersey and Australia, (ii) in the case of the Substituted Preference Shares, Australia, and (iii) in
the case of the Guarantee and the Convertible Debentures, the United Kingdom or Australia, or, in any such case,
any political subdivision thereof.

If the Issuer or the Bank is compelled by law to deduct or withhold an amount in respect of any withholding taxes,
the Issuer or the Bank, as the case may be, will have the option to redeem the Preferred Securities and/or the
Convertible Debentures in accordance with the relevant terms and conditions.

2. Other tax matters
Subject to paregraph 3, under Australian laws as presently in effect:

(2} income tax —non-residents: payment of Distributions (and amounts under the Guarantee) to a holder of
the Preferred Securities will not be subject to Australian income taxes. Payment of a dividend on the Substituted
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Preference Shares will not be subject to Australian income taxes, other than Australian dividend withholding tax
as set out above,

{b)  gainson disposal — non-residents: a holder of the Preferred Securities will not be subject to Australian
income tax on gains realised during that year on sale of the Preferred Securities.

A holder of the Substituted Preference Shares will not be subject to Australian income tax on gains realised during
that year on sale of the Substituted Preference Shares, provided that the holder and the Holder's associates
together beneficially did not hold at any time during the five years prior to sale shares or interests in shares
representing 10% or more in value of the issued capital of the Bank.

(c)  gainson redemption — non-residents: Any gain derived by a holder as a result of the redemption of the
Preferred Securities by the Issuer for cash in accordance with the terms and conditions of the Preferred Securities
would not be subject to Australian income tax.

Any gain realised upon redemption of the Substituted Preference Shares would be subject to Australian income
tax in the same circumstances as any gain realised upon disposal of the Substituted Preference Shares as set out
above would be subject to Australian income tax.

{d) deathduties: no Preferred Securities or Substituted Preference Shares will be subject to death, estate or
succession duties imposed by Australia, or by any political subdivision or authority therein having power to tax, if
held at the time of death; and

{e)  stamp duty and other taxes: no ad valorem stamp, issue, registration or similar taxes are payable in
Australia on the issue or transfer of any Preferred Securities, Convertible Debentures or Substituted Preference
Shares; and

(fy  other withholding taxes on payments: the Australian Tax Act and the Taxation Administration Act 1953 of
Australia impose a type of withholding tax at the rate of (currently) 48.5% on the payment of interest and other
income amounts on certain registered securities unless the relevant payee has quoted an Australian tax file
number ("TFN"'), (in certain circumstances) an Australian Business Number (""ABN"*) or proof of some other
exception (as appropriate).

So long as the Issuer continues to be a non-resident of Australia, these requirements should not apply to the
payment of Distributions on the Preferred Securities.

However, payments of dividends on the Substituted Preference Shares to Australian residents or non-residents
carrying on business through a permanent establishment in Australia may only be made free and clear of this
withholding tax if the payee has quoted a TFN, (in certain circumstances) an ABN or proof of some other exception
(as appropriate); and

(g)  supply withholding tax: payments in respect of the Preferred Securities (including under the Guarantee),
the Convertible Debentures and the Substituted Preference Shares can be made free and clear of the "“supply
withholding tax”’ imposed under section 12-190 of the Taxation Administration Act 1953; and

(h)  goods and services tax (GST). neither the issue nor receipt of the Preferred Securities, the Convertible
Debentures or the Substituted Preference Shares will give rise to a liability for GST in Australia on the basis that
such supplies will comprise either an input taxed financial supply or (in the case of an offshore subscriber) a GST-
free supply.

Furthermore, none the payment of Distributions on the Preferred Securities, payment under the Guarantee, the
payment of principal or interest by the Bank on the Convertible Debentures, the payment of dividends in respect
of the Substituted Preference Shares nor the disposal of the Preferred Securities, the Convertible Debentures or
the Substituted Preference Shares, would give rise to any GST liability in Australia.

3. Recent developments
Additional withholdings from certain payments to non-residents

Section 12-315 of the Taxation Administration Act gives the Governor-General power to make regulations
requiring withholding from certain payments to non-residents after 1st July 2003. The regulations made to date
under Section 12-315 do not apply to the payment of distributions on the Preferred Securities or repayments of
principal under the Preferred Securities, payments under the Guarantee or payments of dividends on the
Substituted Preference Shares.
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Taxation of foreign exchange gains and losses

Division 775 of the Tax Act contains new rules to deal with the taxation consequences of transactions
denominated in a foreign currency entered into after 1st July 2003 (unless a taxpayer elects for them to apply to
earlier transactions. The new rules are complex and may apply to holders of the Preferred Securities or the
Substituted Preference Shares who should consult their professional advisers for advice as to how to tax account
for any foreign exchange gains or losses arising from their holding of the Preferred Securities or the Substituted
Preference Shares.

Jersey Taxation

Investors in Preferred Securities (other than residents of Jersey) are not subject to any tax in Jersey in respect of the
holding, exchange, sale or other disposal of the Preferred Securities. Distribution payments may be made by the
Issuer without withholding or deduction for, or on account of, and without, any payment of Jersey income tax.

No stamp duties are payable in Jersey on the acquisition, ownership, exchange, sale or other disposal of Preferred
Securities. Probate or letters of administration may be required to be obtained in jersey on the death of a holder
of a Preferred Security with an estate in lersey, including Preferred Securities. Stamp duty is payable in Jersey on
the registration of such probate or such letters of administration on the value of the deceased's estate in Jersey.

As a limited partnership, the Issuer is not itself a subject for assessment to Jersey income tax since it is not a legal
entity separate from its partners.

On 3rd June 2003, the European Council of Economics and Finance Ministers adopted a directive on the taxation
of savings income (the ""EU Savings Tax Directive’’). Under the EU Savings Tax Directive, Member States will (if
equivalent measures have been introduced by certain non-EU countries) be required, from 1st July 2005, to
provide to the tax authorities of another Member State details of payments of interest (or similar income) paid by
a person within its jurisdiction to an individual resident in that other Member State. However, for a transitional
period, Belgium, Luxembourg and Austria will instead be required (unless during that period they elect otherwise)
to operate a withholding system in relation to such payments (the ending of such transitional period being
dependent upon the conclusion of certain other agreements relating to information exchange with certain other
countries).

lersey is not a member of the European Union and therefore is not required to implement the EU Savings Tax
Directive. However, the Policy & Resources Committee of the States of Jersey has announced that, in keeping with
Jersey’s policy of constructive international engagement, lersey, in line with steps proposed by other relevant
third countries, proposes to introduce a withholding tax system in respect of payments of interest, or other similar
income, made to an individual beneficial owner resident in an EU Member State by a paying agent situate in Jersey
(the terms “"beneficial owner"” and ''paying agent’’ for this purpose are as defined in the EU Savings Tax
Directive). The withholding tax system would apply for a transitional period prior to the implementation of a
system of automatic communication to EU Member States of information regarding such payments. During this
transitional period, such an individual beneficial owner resident in an EU Member State will be entitled to request
a paying agent not to withhold tax from such payments but instead to apply a system by which the details of such
payments are communicated to the tax authorities of the EU Member State in which the beneficial owneris
resident.

The States of Jersey has not yet adopted measures to implement these proposals but is expected to adopt such
measures on the same timetable as EU Member States and other relevant third countries.

United Kingdom Taxation

In this section, the term "U.K. Investors’’ means persons who are resident (or in the case of individuals, ordinarily
resident) or who carry on a trade, profession or vocation to which the Preferred Securities are attributable in the

U K. for taxation purposes and persons carrying on a trade in the U K. through a permanent establishment in the
U.K. to which the Preferred Securities are attributable.

(a)  Classification of the issuer

The Bank has been advised that the Issuer should be dlassified as a partnership for U.K. tax purposes. Accordingly,
U.K. Investors in Preferred Securities should, broadly, be taxed as if they are partners in the Issuer and as if they
hold their proportionate share of the Convertible Debentures. The remainder of this section assumes this will be
the case. However, it is possible that the Inland Revenue may seek to treat U.K. Investors as holding interests in a
“unit trust scheme” and/or apply the “offshore fund’’ rules. This may have disadvantages for certain U.K.
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Investors. U K. Investors who are in any doubt as to their tax position in respect of the Preferred Securities are
strongly recommended to take independent professional advice.

(b)  Corporate U.K. investors

U.K. Investors within the charge to corporation tax should be treated as being entitled to, for the purposes of the
“loan relationship rules’ in Part [V of the Finance Act 1996, an appropriate share of the total debits and credits
arising in respect of the Issuer’s ownership of the Convertible Debentures. Such Investors would also be liable to
corporation tax as income under the same rules on profits arising to them on a disposal (including exchange or
conversion) of their Preferred Securities including, without limitation, any substitution of the Preferred Securities
with the Substituted Preference Shares and any redemption or conversion of the Convertible Debentures and
substitution with Permissible Replacement Assets.

As a consequence of provisions contained in the Finance Act 2004 and related regulations (dealing in part with
companies drawing up accounts based on International Financial Reporting Standards) the U K. tax treatment for
U.K. Investors within the charge to U.K. corporation tax for accounting periods beginning on or after tst January
2005 is liable to change. Such Investors will normally be taxed in accordance with the accounting treatment
adopted by that Investor in accordance with U.K. Generally Accepted Accounting Practice or International
Financial Reporting Standards and it may be the case that the taxation treatment set out above in relation to a
U.K. Investor's appropriate share of any debits or credits arising in respect of the Issuer’s ownership of the
Convertible Debentures will vary depending on the precise accounting treatment adopted by the U.K. Investor.

(¢} Individual UK investors
(1)  Taxation of returns

Individual U K. Investor should be subject to U.K. income taxin respect of distributions on the Preferred Securities.
U.K. individuals disposing of Preferred Securities (including a substitution of the Substituted Preference Shares for
the Preferred Securities) may in practice be treated as if they had disposed of their underlying share of the
Convertible Debentures held by the Issuer.

The Convertible Debentures will be non-qualifying corporate bonds for individual U.K. Investors with the result
that a disposal of the Preferred Securities may, depending on the U.K. Investor’s individual circumstances
(including the availability of exemptions, reliefs and allowable losses), give rise to a chargeable gain or allowable
loss for the purposes of U.K. taxation of capital gains.

A transfer of a Preferred Security by an individual U K. Investor could also give rise to a charge under the "'accrued
income scheme"’.

(i) Conversion of the Convertible Debentures

If the Issuer’s holding of the Convertible Debentures is replaced by conversion of the Convertible Debentures into
Preference Shares, itis possible that any chargeable gain or an allowable loss which may arise for individual U.K.
Investors on such replacement may be rolled over into those Preference Shares for the purposes of U K. taxation
of chargeable gains. Appropriate advice should be sought by an individual U.K. Investor as to their personal tax
position in the event of a conversion of the Convertible Debentures.

(iii)  Replacement with Permissible Replacement Assets

The redemption of the issuer’s holding of the Convertible Debentures at their nominal value and the use of the
proceeds of such redemption to acquire Permissible Replacement Assets should not result in either a chargeable
gain or an allowable loss for an individual U.K. Investor for the purposes of U.K. taxation of chargeable gains. The
redemption of the Convertible Debentures by the delivery of Permissible Replacement Assets should constitute a
disposal of the Convertible Debentures for the market value of the relevant Permissible Replacement Assets. In
either case, any amount paid on redemption equal to arrears of interest and any interest accrued to the date of
redemption will be dealt with in accordance with section (¢) (i) ' Taxation of returns'’ above. Appropriate advice
should be sought by an individual U.K. Investor as to its personal tax position in the event of a replacement with
Permissible Replacement Assets.

{dy U.K. Pension Funds

Exempt approved pension funds should not be subject to U.K. tax on any return from their holding of Preferred
Securities (including any profit on transfer, redemption or conversion), provided that such returns do not
constitute trading profits.
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(e) U.K Withholding Tax on Interest on the Convertible Debentures

The Convertible Debentures will constitute “'quoted Eurobonds” provided they are and continue to be listed on a
recognised stock exchange. The Channel Islands Stock Exchange is a recognised stock exchange for these
purposes. Accordingly, while the Convertible Debentures are and continue to be quoted Eurcbonds, payments of
interest on the Convertible Debentures may be made without withholding or deduction for or on account of U.K.
tax.

(f) UK. Withholding Tax on Distributions on the Preferred Securities

On the basis that U.K. Investors should be taxed as if they had a proportionate share of the Convertible
Debentures, payments of Distributions on the Preferred Securities may be made without withholding or
deduction for or on account of U.K. tax provided the Convertible Debentures are and remain quoted Eurobends.

Persons in the U K. paying interest to or receiving interest on behalf of another person may be required to provide
certain information to the U.K. Inland Revenue regarding the identity of the payee or person entitled to the
interest and, in certain circumstances, such information may be exchanged with tax authorities in other countries.

(f)  Payments Under the Guarantee

Although the position is not entirely clear, payments made under the guarantee should not be subject to U.K.
withholding tax. In the event that there is a U.K. withholding tax liability in respect of payments made under the
guarantee the Bank would, subject to certain exceptions, be obliged to pay additional amounts so that U.K.
Investors receive the amount they would have received absent the withholding.

(g)  EU Directive on the Taxation of Savings Income

The Council of the European Union has adepted a new directive regarding the taxation of savings income. Subject
to a number of important conditions being met, itis proposed that Member States will be required from 1st July
2005 to provide to the tax authorities of other Member States details of payments of interest (or other similar
income) paid by a person to or for the benefit of an individual resident in another Member State, except that
Austria, Belgium and Luxembourg will instead operate a withholding system for a transitional period in relation to
such payments unless during such period they elect otherwise.

(h)  Dividends on the Substituted Preference Shares

U.K. Investors who hold Substituted Preference Shares (or a proportionate share of any Preference Shares
following a conversion of the Convertible Debentures) will generally, depending upon the U.K. Investor’s
particular circumstances, be subject to U.K. income tax or corporation tax, as the case may be, on the gross
amount of any dividends paid by the Bank on the Substituted Preference Shares (or Preference Shares, as the case
may be), before deduction of any Australian tax withheld.

The section headed " Australian Taxation — Australian withholding tax' above contains information on the
Australian withholding tax which may be deducted from dividends paid by the Bank. A credit for any Australian
withholding tax would generally be given against any United Kingdom tax liability in respect of the dividends. For
an individual who is liable to United Kingdom income tax, the dividends will {depending on the amount of the
holder's overall taxable income) be taxable at the Schedule F ordinary rate (10% in 2004-2005) and/or the
Schedule F upper rate (32.5% in 2004-2005).

(i)  Disposal of Substituted Preference Shares

A disposal of Substituted Preference Shares by a U.K. Investor may, depending on the U.K. [nvestor’s individual
circumstances (including the availability of exemptions, reliefs and allowable losses), give rise to a chargeable gain
or allowable loss for the purposes of U.K. taxation of capital gains.

()¢ Stamp Duty and Stamp Duty Reserve Tax ("'SDRT")
No U.K. stamp duty or SDRT will be payable on the issue of Preferred Securities or Substituted Preference Shares.

No U.K. stamp duty will be payable on a transfer of Preferred Securities or Substituted Preference Shares,
provided that the instrument of transfer is executed and remains at all times outside of the U.K.

No U.K. SDRT will be payable on an agreement to transfer Preferred Securities or Preference Shares.
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Subscription and Sale

Under a Subscription Agreement (the “Subscription Agreement’) dated @ September 2004 Barclays Bank PLC
and J.P. Morgan Securities Ltd. (the "Managers’’) have agreed to subscribe for the Preferred Securities at a price
of £50,000 per Preferred Security. The Managers will receive a combined selling, management and underwriting
commission of £ @ per Preferred Security and will be indemnified against certain liabilities by the Bank. The
Managers are entitled to terminate the Subscription Agreement in certain circumstances before the issue of the
Preferred Securities.

United States of America

The Preferred Securities have not been and will not be registered under the Securities Act and may not be offered
or sold within the United States or to, or for the account or benefit of, U.S, persons. Terms used in this paragraph
have the meanings given to them by Regulation S.

Each Manager has agreed that, except as permitted by the Subscription Agreement, it will not offer or sell the
Preferred Securities, (a) as part of their distribution at any time or {b) otherwise, until 40 days after the later of the
commencement of the offering and the issue date of the Preferred Securities, within the United States or to, or for
the account or benefit of, U.S. persons, and that it will have sent to each dealer to which it sells Preferred
Securities during the distribution compliance period a confirmation or other notice setting forth the restrictions
on offers and sales of the Preferred Securities within the United States or to, or for the account or benefit of, U.S.
persons.

In addition, until 40 days after commencement of the offering, an offer or sale of Preferred Securities within the
United States by a dealer (whether or not participating in the offering) may violate the registration requirements
of the Securities Act.

Australia

No prospectus or product disclosure statement in relation to the Preferred Securities has been lodged or will be
lodged with the Australian Securities and Investments Commission (""ASIC"') or the ASX.

Each Manager has represented and agreed that it:

{a)  hasnot offered or invited applications, and will not offer or invite applications, for the issue, sale or
purchase of any of the Preferred Securities in Australia (including an offer or invitation which is received by a
person in Australia); and

(b)  hasnotdistributed or published, and will not distribute or publish, this Offering Circular or any other
offering material or advertisement relating to any of the Preferred Securities in Australia,

unless:
(i) either:

(A)  the minimum aggregate consideration payable by each offeree is at least A$500,000 or its equivalent in
another currency (disregarding moneys lent by the offeror or its associates); or

(B) theoffereeis a "professional investor” (as that term is defined in section 9 of the Corporations Act); or

(Q) by virtue of section 708 or section 708A of the Corporations Act the offer or invitation otherwise does not
require disclosure to investors in accordance with Part 6D.2 of the Corporations Act; and

(i) the offereeis otherwise a “wholesale investor'’ (as that term is defined in Part 7.1 of the Corporations Act);
and

(i} such action complies with all applicable laws and regulations and does not require any document to be
lodged with ASIC.

Jersey

Each Manager has represented and agreed not to direct its selling efforts in respect of the Preferred Securities at
natural persons or persons (other than financial institutions) who are resident in Jersey.

88



United Kingdom
Each Manager has represented, warranted and agreed that:

(a) ithasnotoffered or sold and will not offer or sell any Preferred Securities to persons in the United Kingdom
prior to the expiry of a period of six months from the issue date of such Preferred Securities, except to persons
whose ordinary activities involve them in acguiring, holding, managing or disposing of investments (as principal or
agent) for the purposes of their businesses or otherwise in circumstances which have not resulted and will not
result in an offer to the publicin the United Kingdom within the meaning of the Public Offers of Securities
Regulations 1995;

(b) ithasonly communicated or caused to be communicated, and will only communicate or cause to be
communicated, any invitation or inducement to engage in investment activity (within the meaning of section 21
of the FSMA) received by it in connection with the issue or sale of any Preferred Securities in circumstances in
which section 21(1) of the FSMA does not apply to the Issuer or the Bank;

{0 ithas complied and will comply with all applicable provisions of the FSMA with respect to anything done by
itin relation to any Preferred Securities in, from or otherwise involving the United Kingdom;

(d) ithas only offered or sold and will only offer or sell Preferred Securities to {a) investment professionals
falling within article 14(5) of the Financial Services and Markets Act 2000 {Promotion of Collective Investment
Schemes) (Exemptions) Order 2001 (the "'Promotion of CIS Order’’) and article 19(5) of the Financial Services
and Markets Act 2000 (Financial Promotion) Order 2001 (the "'Financial Promotion Order"’), who have
professional experience of participating in unregulated schemes and of matters relating to investments, or (b)
persons falling within article 22(2) of the Promotion of CIS Order and Article 49(2) of the Financial Promotion
Order; and

{e) ithasin place and will have in place proper systems and procedures to prevent any person other than those
persons described in (¢} above from participating in the Preferred Securities.

France

The Issuer and each Manager has represented and agreed that it has not offered or sold, and will not offer or sell,
directly or indirectly, Preferred Securities to the publicin the Republic of France and has not distributed or caused
to be distributed and will not distribute cr cause to be distributed to the publicin the Republic of France the
Offering Circular or any other offering material relating to the Preferred Securities and that such offers, sales and
distributions have been and will only be made in the Republic of France to qualified investors (investisseurs
qualifiés) acting for their own account, as defined in, and in accordance with, articles L.411-1 and L.411-2 of the
French Code monétaire et financier and décret No. 98-880 dated 1st October 1998.

Germany

Each Manager has represented and agreed that it shall only offer Preferred Securities in the Federal Republic of
Germany in compliance with the provisions of the German Securities Sales Prospectus Act of 13th December
1990, as amended (Wertpapier-Verkaufsprospektgesetz) and any other laws applicable in the Federal Republic of
Germany governing the issue, sale and offering of securities.

The Netherlands

Each Manager has represented, warranted and agreed that it has not, directly or indirectly, offered, sold,
transferred or delivered and that it will not, directly or indirectly, offer, sell, transfer or deliver any Preferred
Securities, in the Netherlands, whether at their initial distribution or at any time thereafter, other than to
individuals or legal entities who or which trade or invest in the conduct of their profession or trade in (i) subjects of
investment (beleggingsobjecten) pursuant to the Netherlands Investment Institutions Supervision Act (Wet
toezicht beleggingsinstellingen) and (ii) securities pursuant to the Netherlands Securities Trade Supervision Act
{Wet toezicht effectenverkeer 1995), including banks, brokers and institutional investors.

General

No action has been or will be taken in any jurisdiction by the Issuer, the Genera! Partner, the Bank or any Manager
that would, or is intended to, permit a public offering of the Preferred Securities, or possession or distribution of
this Offering Circular or any other offering material, in any country or jurisdiction where action for that purpose is
required. Perscns into whose hands this Offering Circular comes are required by the issuer, the Bank and the
Managers to comply with all applicable laws and regulations in each country or jurisdiction in which they
purchase, offer, sell or deliver Preferred Securities or have in their possession, distribute or publish this Offering
Circular or any other offering material relating to the Preferred Securities, in all cases at their own expense.,
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General Information

1. Application has been made to list the Preferred Securities on the Luxembourg Stock Exchange. in
connection therewith, a legal notice relating to the issue of the Preferred Securities and the Limited Partnership
Agreement will be filed with the Register of Commerce and Companies in Luxembourg (Registre de Commerce et
des Sociétés a Luxembourg), where the document may be examined and copies thereof may be obtained. The
quotation on the Luxembourg Stock Exchange of the Preferred Securities will be expressed in Pounds Sterling as a
percentage of the Nominal Amount per Preferred Security. For listing purposes, the Preferred Securities will be
considered as debt securities. At the date hereof it is not intended to list the Preferred Securities on any other
stock exchange.

2. Theexecution of the Limited Partnership Agreement to form the Issuer has been duly authorised by a
resolution of the board of directors of the General Partner passed on @ 2004. The General Partner has obtained
all necessary consents, approvals and authorisations in the United Kingdom and Jersey in connection with the
issue of the Preferred Securities. The creation of the Preferred Securities was authorised by a resolution of the
board of directors of the General Partner (acting in its capacity as general partner of, and on behalf of, the Issuer)
on @ 2004, The issue of the Guarantee was authorised by resolutions of the board of directors of the Bank and a
duly appointed committee of the board of directors of the Bank passed on 30th July 2004 and @ 2004
respectively.

3. There hasbeen no significant change in the financial or trading position of the Issuer and no material
adverse change in the financial position or prospects of the Issuer since its establishment.

4. Thelssueris not, nor has been, involved in any legal or arbitration proceedings that may have, or have had
since its establishment, a significant effect on the financial position of the Issuer nor is the General Partner aware
that any such proceedings are pending or threatened.

5.  Save asdisclosed in this Offering Circular, there has been no significant change in the financial or trading
position of the Bank or the Group and no material adverse change in the financial position or prospects of the
Bank or the Group since 31st March 2004,

6.  Contingent liabilities exist in respect of claims and potential claims against the Bank and its controlled
entities. Where necessary, appropriate provisions have been made in the Bank’s financial statements. The Bank
does not consider that the outcome of any such claims known to exist at the date of this Offering Circular, either
individually or in aggregate, are likely to have a material effect on its operations or financial position.

7. The Preferred Securities have been accepted for clearance through Euroclear and Clearstream,
Luxembourg. The following security codes have been assigned:

ISIN: ®
Common Code: [

8.  Copies of the following documents will be available for inspection at (and, in the case of 8(c), 8(d), 8(g) and
8(j) for collection (free of charge) from) the head office of the Bank and the offices of the Paying and Transfer
Agents whose addresses are shown below in this Offering Circular during normal business hours for so long as the
Preferred Securities are outstanding:

(a)  the Limited Partnership Agreement (which includes the form of the Global Certificate);
(b) the constitution of the Bank and the memorandum and articles of association of the General Partner;

{c) theaudited non-consolidated annual accounts and financial statements of the Bank and the audited
consolidated annual accounts and financial statements of the Bank and its controlled entities (and the auditors’
report in respect of such annual accounts and financial statements) in respect of the years ended 31st March
2002, 31st March 2003 and 31st March 2004 ;

{d) the consents and authorisations referred to in paragraph 2 above;
(e) the Guarantee;

(f)  the Subscription Agreement;

(g) the Agency Agreement;

(h)  the Offering Circular relating to the Convertible Debentures;

() the Exchange Agreement; and
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() acopy of this Offering Circular together with any supplemental offering circular.

For solong as the Preferred Securities are listed on the Luxembourg Stock Exchange, the most recently published
annual reports of the Bank and its controlled entities, including the audited nen-consolidated annual accounts
and financial statements of the Bank and the audited consolidated annual accounts and financial statements of
the Bank and its controlled entities (and the auditors’ report in respect of such annual accounts and financial
statements), the most recently published unaudited non-consolidated semi-annual financial statements of the
Bank and unaudited consolidated semi-annual financial statements of the Bank and its controlled entities, and
the most recently published audited annual accounts of the Issuer, will also be available at the offices of the
Paying and Transfer Agent in Luxembourg.

The first annual accounts of the Issuer are expected to be prepared for the period commencing on the date of
formation of the Issuer and ending on 31st March 2005. It is not anticipated that the issuer will publish interim
accounts.

9.  Noredemption of the Preferred Securities (opticnal or otherwise) and no purchase and cancellation of the
Preferred Securities will be made by the Issuer, the General Partner or the Bank without such prior approval of
APRA as may for the time being be required.

10. If the EU Transparency Obligations Directive is implemented in a manner that is unduly burdensome for the
General Partner and/or the Bank and requires the General Partner and/or the Bank to publish financial statements
in the European Union prepared in accordance with, or reconciled to, accounting or other reporting standards
different from those applicable to the General Partner and/or the Bank under the laws in force in its place of
incorporation, the General Partner and/or the Bank may decide to seek an alternative listing for the Preferred
Securities on a stock exchange within or outside the European Union.

11.  No Australian approvals are currently required for or in connection with the issue of the Preferred Securities
by the Bank or for or in connection with the performance and enforceability of such Preferred Securities or
Distributions. However, the Banking (Foreign Exchange) Regulations and other regulations in Australia also
prohibit payments, transactions and dealings with assets or named individuals or entities subject to international
sanctions or associated with terrorism.
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